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THE TROUBLE WITH TROUBLE... 


you can’t 
scare it away! 























cs PEOPLE in distant lands rely upon 
masks and rites to scare away misfortune. 


But American businessmen know 
from experience that the best protection 
for their interests overseas is strong, 
reliable insurance through the American 
Foreign Insurance Association. 


That’s because AFIA’s experts are 
skilled in fitting fire, marine, 
casualty and surety insurance to the 
needs of business—and to the con- / 
ditions prevailing where the foreign / 
risk is located. j 


This knowledge of sound 
underwriting with world-wide 
service through more than 600 
foreign offices makes AFIA an Pa 
outstanding choice of 4 
America’s business leaders. 


Ask your Insurance Agent 
or Broker to consult AFIA 
on your foreign insurance 
problems. 
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LOS ANGELES ‘OPRIGE . .... %5. 268 3277 Wilshire Boulevard, Los Angeles 5, California 
SAN FRANCISCO OFFICE . Russ Building, 235 Montgomery Street, San Francisco 4, California 
WASHINGTON OFFICE . . Woodward Building, 733 15th Street, N.W., Washington 5, D.C. 











XUM 













































Uienieve Roll 
OF MICHIGA 


JUN 13 19 


How to prepare for —— 


the CPA Examination 





TAS offers an intensive CPA Coaching Course which 
has produced outstanding results. It is available only 
to competent accountants qualified through training 
and experience to prepare for the CPA examination. 
No attempt is made to teach general accounting; the 
entire course is pointed directly at the CPA examination. 


® The need for special coaching has been well estab- 
lished by innumerable experienced accountants who 
have floundered in the examination room. They knew 
how to make audits but they didn’t know (1) how to 
analyze problems for the purpose of deciding quickly 
the exact requirements, (2) how to solve problems 
quickly, (3) how to construct definitions acceptable to the 
examiners, or (4) how to decide quickly on proper 
terminology. 


@ The IAS-CPA Coaching Course has been designed 
Ice. for busy accountants. The home-study method of tutor- 
ing is ideally suited to CPA examination preparation. 
Maximum use can be made of every available hour. 








assignments totaling more than 800 pages. It includes 
hundreds of CPA examination problems and questions, 
with solutions supplemented by elaborate explanations 
and comments, working sheets, side calculations, and 
| discussions of authoritative opinions. 


| @ The text material consists of 20 substantial loose-leaf 
| 


@ Written examinations at the end of each assignment 
require solutions to problems of CPA examination 
calibre. These are sent to the school where the grading, 
including personal comments and suggestions, is done 
by members of the IAS Faculty, all of whom are CPA’s. 
Supplementary review material is furnished to those 
who want to “brush up’’ on specific accounting sub- 
jects, at no additional cost. 








the Secretary, IAS.... 


The school’s 24-page catalogue e 
is available free upon request. 
| Address your card or letter to INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 


A Correspondence School Since 1903 


| 209 WEST JACKSON BOULEVARD ¢® CHICAGO 6, ILLINOIS 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 


1. To establish, coordinate and maintain 
through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together 
_ the necessary procedures to effectuate the 
plan. 


2. To measure performance against approved 
operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required. 


3. To measure and report on the validity of 
the objectives of the business and on the effec- 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 


4. To report to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 


5. To interpret and report on the effect cf 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental influ- 
ences as they affect the operations of the 
business. 


6. To provide protection for the assets of 
the business. This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 
coverage. 


si 


i 
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Irrevocable factors point to a population of 195 million 
Americans by 1966. And even conservative forecasts 
indicate that they will need at least 40% more goods 
and services than the country produced in 1955. 
Chances are, they will want at least that much more of 
the products or services of your company. 


You can help yeur company get it’s share of the grow- 
ing market. As electronic data processing plays an ever- 
increasing role in helping businesses to grow, manage- 
ment looks to you for more of the specific facts that are 
needed for these vital decisions. 


IBM has pioneered the world’s most complete line of 


WILL YOUR 
COMPANY 
GROW WITH 
AMERICA? 











weeks! Now ranging from versatile punched card equip- 
ment to the most advanced electronic data processing 
machines, IBM systems are providing management 
with more efficient operations, better controls, and more 
timely reports. And every working day, another IBM 
electronic system is delivered. 


To help you answer today’s management questions 
. .. to assist in planning for the future . . . to pave the 
way for growth in step with our expanding economy 
... there never. was a better time than now to check the 
opportunities IBM offers your company. 








International 
' data processing machines to speed the flow of informa- DATA Business Machines 
tion. During 1955 alone, IBM announced an important IB M PROCESSING Corporation, 
data processing innovation or improvement every two 3 New York 22, N.Y. 








Data PROCESSING e ELECTRIC TYPEWRITERS e¢ TIME EQUIPMENT + MILITARY PRODUCTS 
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SHERWIN ON PLANNING 
AND CONTROL 


Editors, THE CONTROLLER: 

I was very much intrigued by the 
thoughts expressed by Douglas S. Sherwin, 
assistant co-ordinator, Rubber Chemicals 
Division, Phillips Chemical Company, in 
the January 1956 issue of Dun’s Review 
and Modern Industry. There has been con- 
siderable confusion as to the respective 
positions that planning, control and other 
types of management techniques bear to 
the over-all function of management. Mr. 
Sherwin does much to clarify the respec- 
tive places of several of these different 
mechanisms. 

For the benefit of those who have not 
had an opportunity to read this article, I 
would like to summarize some of the 


things Mr. Sherwin outlined. He explains 
the relationship of control as a manage- 
ment technique to other elements of the 
framework of management. He outlines 
his concept of control in the following 
manner: 

“The essence of control is action which 
adjusts operations to predetermined stand- 
ards, we its basis is information in the 
hands of managers.” 

He points out that objectives, plans, pol- 
icies, organization and internal check are 
neither controls nor means of control, but 
represent a form of continuously modified 
standards to which operations are adjusted 
by exercise of management control. 

Control is checking to determine 
whether plans are being observed and 
suitable progress toward objectives being 
made and acting, if necessary, to correct 
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“Printed by Pandick’’ a guarantee of the finest and most complete 
printing service available. For more than 30 years, we have printed 
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Whether your corporation has the smallest or the 
largest financing on record, Pandick Press provides you with the 
highest quality printing service obtainable. 
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Leaders in Financial Printing Since 1923 
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any deviations. Policy is a statement of an 
organization’s intention to act in certain 
ways when specified types of circumstances 
arise. Adherence to policy is not guaran- 
teed; it has to be verified, hence giving 
rise to the need for control. Organization 
is the giving of assignments, while control 
is checking to ascertain whether the as- 
signment is being executed as intended, 
Internal check is an aspect of organization, 
by assignment of duties, its operation be- 
ing preventive in effect, while control is 
corrective in effect. 

Budgets have a threefold purpose. They 
express plans and objectives in financial 
terms. They define the assignments which 
flow down from the chief executive. Only 
as a report of progress of actual perform. 
ance against a program do they represent a 
control tool. 

Mr. Sherwin points out that action 
should be taken by the one who is respon- 
sible for results, including conformity of 
all operations with standards of perform. 
ance. The establishment of standards goes 
hand in hand with responsibility. The far- 
ther down in the organization that wisdom 
permits the establishment of standards, 
the simpler the control. 

Reporting systems are a segment of con- 
trol operations but reports to different 
echelons should vary in coverage. How- 
ever, reporting systems are not exclusively 
control tools, being adjuncts to other ele- 
ments in the framework of management. 

In concluding his comments, Mr. Sher- 
win points out that control is an extremely 
important part of managing. In organiza- 
tions where responsibility for control is 
not placed in the hands of managers, dif- 
ficulties are certain to arise. Staff members 
may help a manager discharge his respon- 
sibility but may not share in it. 


JOHN V. VAN PELT III 
Controller 

The Kendall Company 
Walpole, Mass. 


SMALL BOUQUETS .. . in the mailbag 


“.. . you are to be complimented on an 
excellent periodical in THE CONTROLLER 
and I am indeed glad that I will be able to 
contribute to it.” W. S. B. (author) 


. may I say that generally THE Con- 
TROLLER reflects considerable editorial 
wisdom and its format is unusually at- 
tractive.” P. M. M. (member reader) 


CREDIT WHERE CREDIT IS DUE, PLEASE 


Editors, THE CONTROLLER: 

When our controller read the insert on 
“Standard Progress Report for those with 
No Progress to Report” in Edward J. Ge- 
sick’s article, ‘Cost Controls for Research,” 
in the April 1956 issue of your journal, 
he asked that we obtain 12 copies for him. 
May we have your permission to retype 
the six paragraphs and make Mr. Borer 
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%& THE OPERATING BUDGET 


by J. M. Thompson 


Je THE CONTROLLER’S ROLE 


by Maynard F. Carter 


FOR ELECTRIC SERVICES 
by Fred A. Wahlers 








his 12 hand-out copies? If permission is 
granted we will, of course, give credit to 
THE CONTROLLER. 


G. E. RANDALL 

Manager 

Technical Information Branch 
Aro, Inc., Tullahoma, Tenn. 


As the old saying goes “We wish we'd 
said that!” but if Mr. Randall will look at 
the sentence preceding that progress report 
he will see that it first appeared in Chemical 
& Engineering News. We say “first ap- 
peared” but who knows it may be one of 
those classics that gets reprinted over and 
over until it’s a wise father who knows bis 
own brain child! —The Editors 


OUR OWN REPRINT 


Editors, THE CONTROLLER: 

The lead article in the April 1956 issue 
of THE CONTROLLER, ‘How a Corpora- 
tion Raises Capital,” is a most interesting 
and informative one, outlining as it does 
in one place the various types of capital 
funds. I should think this article would 
prove very helpful to your members and 
others interested in the field of finance. 
If I might make the suggestion, it would 
appear to me very worth while if this ar- 
ticle and its companion, “The Cost of 


Forthcoming Features 


IN THE CONTROLLER 


IN COLLECTIVE BARGAINING 


%& VERIFICATION OF CHARGES 





Capital,” which appeared in the May 
1956 issue of THE CONTROLLER, might 
be made available in pamphlet form. 
JOHN C. HoLtT 

New York 


We are under way right now with a 12- 
page combination reprint of the two above 
named reports prepared by the Finance 
Management Committee of the New York 
City Control of Controllers Institute. Watch 
for the announcement of its publication. 

—The Editors 


FEDERAL BUDGETARY REFORM 


Editors, THE CONTROLLER: 


The same day that the May issue of 
THE CONTROLLER reached me—in which 
I noted in “Scanning the Scene’ the edi- 
torial on the need for federal budgetary 
reform—I was pleased to see that Presi- 
dent Eisenhower has asked Congress for 
approximately $400,000 to help install 
cost accounting and performance budget 
systems in the Government, in line with 
recommendations of the Hoover Commis- 
sion and the Federal Bureau of the 
Budget. 

It was a pleasant coincidence that this 
should be announced as your issue reached 
your subscribers, all of whom undoubtedly 
hope the Hoover Commission’s recom- 
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mendations will be made effective as soon 
as possible. Your support and that of 
many other publications, as well as indi. 
viduals and organizations throughout the 
country, are greatly appreciated. 


a.C. 


Since the receipt of this letter we note that 
Sen. Harry F, Byrd (D-Va.) has joined Sens, 
John Kennedy (D-Mass.) and Frederick 
Payne (R-Me.) in sponsoring the Kennedy. 
Payne accounting reform bill which would 
give the President authority to order a change 
to the accrual accounting system at his dis. 
cretion. Under the new plan, each agency 
would report to Congress on what it actually 
intends to spend during the year. The meas- 
ure would carry out recommendations of the 
Hoover Commission to put government ac- 
counts on an annual accrued expenditure 
basis, as is done in business. —The Editors 


THE TABLES TURN ON REPRINTING 
Editors, THE CONTROLLER: 

I thought you might be interested in the 
editorial ‘““A Short Course in Cost Ac- 
counting and Its Relationship to Job Se- 
curity,” which appeared in the current 
issue of our publication Link-Belt News. 
Since the appearance of this issue we have 
had numerous requests for permission to 
reprint it and it occurred to me that it 
might have interest for readers of THE 
CONTROLLER. 


W.H. DEPPERMAN 
Director of Public Relations 
Link-Belt Company 
Chicago, IIl. 


We were glad to reprint this contribution 
on page 262 of this issue. |—The Editors 
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Appraisal prepared on the basis of 


REPLACEMENT COST NEW 
Less Depreciation 


@ As Engineers & Architects for In- 
dustrial Plants we know construction 
costs. Dealing constantly with man- 
ufacturers of process equipment our 
appraisal figures on centents are 
authentic. 
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“Psyching” the Accountant 

Do accountants as a group differ from the general adult 
population, and from other professional groups, in such fac- 
tors as intelligence, interest, motivation and personality 
structure? 

To determine the psychological make-up of the account- 
ant, a Florida consultant, Byron Harless, studied 34 indi- 
viduals with a college degree in accounting and experience 
in the field. They were compared with an equal number 
holding management positions outside of accounting. Some 
of the conclusions, as reported at a recent conference of 
newspaper controllers and finance officers, follow: 


1. Accountants as a group differ from the general adult 
population in a number of aspects. They are very strong in 
such areas as intelligence, number facility and clerical skills. 

2. In personality structure, the accountants appear to be 
less physically active and socially less aggressive than the 
general adult population. 

3. The accountants are more serious, cautious in outlook 
and less impulsive in making decisions than the general 
adult population. 

4. In the comparison with the executive group men- 
tioned, we found that the executives tend to emphasize those 
traits and abilities which involve personal relationship. 
While their intellectual capacities are about equivalent, the 
executives tend to be a socially oriented, outgoing group, 
with a fairly high reserve of physical and nervous energy and 
a strong interest in dealing with and motivating people. 
Both groups show a strong amount of restraint and thought- 
fulness in approaching decisions. 


Profits vs. Yields 


There is little link between the trend of a company’s 
profits and the yield on its stock, according to a recent study 
of 40 companies by the New York Stock Exchange. For 20 
issues with peak 1955 earnings, yields ranged from 0.8 to 
5.6 per cent. Only four of these 20 “peak” stocks yielded 
five per cent or more. 

For 20 stocks having 1955 common share earnings below 
1954, yields ranged from 2.3 to 6.7 per cent. But eight of 
these yielded over 5 per cent. 

The study notes that “it seems questionable that any defi- 
ite pattern of yields would have resulted for either group if 
different or more companies had been selected.” 





Another Look at 65 


Better understanding of the significant problems posed 
by the increase in the life span of today’s workers can help 
management and labor to enable our aging citizens to find 
a pattern of useful life in industry and community. In this 
connection, the Occupational Health Institute, an educa- 
tional affiliate of the Industrial Medical Association, has 
issued a bulletin, ‘“The Question of Chronological vs. Phys- 
iological Aging in Industry.’ It deserves the attention of 
corporate controllers and financial officers because of their 
strong interest in the pension and retirement programs of 
their companies. 

Particularly challenging are statistics which reveal that 
during the span of approximately one generation, the aver- 
age life expectancy in the United States has arisen from 48 
years in 1900 to 68 years for men and 70 years for women. 
Today there are in the United States more than 13 million 
people over 65 (in 1900, the number was three million) 
and by 1960 the total is expected to rise to 16 million, with 
10% to 11% of our population in the over-65 group by 1970. 


Forecasters’ Role Growing 

The importance of forecasting as a guide for company 
activities is increasingly recognized by modern management, 
according to a recent study by the National Industrial Con- 
ference Board covering 100 industrial firms. The sales 
forecast is still the key tool in planning and controlling 
operations for most companies. Although short-term fore- 
casts are used to regulate production, inventories, and pur- 
chasing, as well as to set sales quotas, budget expenses, and 
plan cash requirements, more companies are developing 
long-term sales forecasts in order to plan long-range financ- 
ing and plant development. 

To gauge the status of the general economy, corporations 
rely on such business indicators as the series on gross na- 
tional product, personal income, industrial production, em- 
ployment, and prices. Because of the growing complexity of 
forecasting, a growing number of companies have assigned 
the task to specialists working closely with top management. 


Stockholders Everywhere! 

From one of our readers, with an assist to the Wall Street 
Journal, we recently learned of a business development in 
Formosa, China. Early in 1955 the Taiwan Paper Corp. was 
transferred from government to private ownership. When 
the rolls of their new stockholders were examined the man- 
agement was amazed to find the City God of Fengshan hold- 
ing 361 shares; the Goddess of Heaven of Yunlin, 41 shares; 
the Rural God of An Chao Village, 177 shares; etc. 

“All this happened,” the report continued, “when the 
land properties which were owned by the temples were ex- 
changed for shares in the Taiwan Paper Corp. under the land 
reform laws. Now everyone is watching to see how the paper 
company will make out with so many celestial owners.” 

—PAUL HAASE 
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the IMAGE of 
PERFECTION 


The new Film-a-record electronic 
Microfilm Reader launches a new era 
of clarity in image projection. Finger 
tip controls electronically find your 
16mm. or 35mm. filmed images. Film 
is moved forwards or backwards... 
from high speed—to slow—to stop. 
Then,’ automatically focused on the 
large screen is a crystal-clear, perfect 
image. Magnified 23 times or 40 times 
you can scan the image from top to 
bottom for closer inspection. Rotate 
the image a full 360° at the turn of a 
dial. Easy to load...simple to use... 
mobility and desk-height convenience 
add even more speed to your reference 

work. 

Facsimile prints? Of course! Full 
size photographic prints made simply 
behind hinged screen. 

Get all the features on this revo- 
lutionary Reader by asking for F482 
“Film-a-record Electronic AO Reader.” 
Write to Room 1635, 315 Fourth Ave., 
New York 10, N.Y. And do it now! 
There’s no obligation. 
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The “Anti-Chance Factor” in Business 


Joseph J. Schofield 


URING RECENT YEARS scientists have 

coined a new term to describe the ele- 
ments inherent in nature which bar the way 
for the occurrence of anything not compre- 
hended in the natural laws. They call it the 
“anti-chance factor.”’ To the religious per- 
son the recognition of a universe so or- 
dered that even the smallest atom clings 
desperately to its planned structure and 
the incredible orbit of its particles is not 
new. But, the scientific mind has been 
slower to yield to the unqualified accept- 
ance of a minutely orderly world, the con- 
cept of which would at once command the 
acceptance of the existence of a Supreme 
Being. 

Contrary to the unremitting patterns of 
nature, the fluid mind of man with its 
infinite variety of thought creates the un- 
expected and the unforeseen in the affairs 
of men. There is a constant struggle 
among men to shape human events into 
results desired by individuals and groups 
of individuals. We rebel at the thought of 
being subject to chance. So much of our 
well-being as individuals and as a nation 
is dependent upon our successes or fail- 
ures in business and commerce, that it is 
natural for us to plan and think a great 
deal about contriving and developing an 
anti-chance factor in this area. 

Many devices and methods have been 
developed to provide the means for reg- 
ulating and channeling the events of busi- 
hess to their desired ends; they all come 
under the general classification of profit 
planning. In the final analysis, profit com- 
mensurate with the investment involved 
is the natural aim of all business. In a free 
economy the rewards of profit are limited 
by competition. Advantages over competi- 
tion accruing from technological improve- 
ments resulting in lower costs are never 
permanent; but constant improvements 
ate necessary if we are to expand our mar- 
kets by bringing our products within the 
teach of more and more of our people. 

Lower prices, in terms of consumer in- 
come are an important factor in bringing 
about an increase in sales and production 


volume. Greater volume has the recipro- 
cating effect of making it possible to re- 
duce production costs by the use of greater 
and more costly mechanization, tooling, 
and automatic equipment, since this added 
cost can then be spread over a larger pro- 
duction. 

At the same time, the income of the 
workers who are, of course, business’ cus- 
tomers, can be increased. In fact, only 
increases in pay which are the result of 
greater productivity can contribute to our 
national well-being. Anything else is a de- 
lusion, simply causing inflation, reducing 
the value of savings and adding nothing 
to the economy. 

These are the broad aspects, but what 
about the administrative mechanisms and 
controls that the businessman can devise 
and use to increase his company’s chances 
for survival? Despite the fact that he is 
a definite part of this great economy, he is 
always more affected, it seems, by its stir- 
rings and movements, and less conscious 
of himself lending effect to its course. He 
has little feeling of integration with the 
economy. Yet he must struggle within his 
immediate sphere to plan successfully and 
to spring instantly to action to counter 
influences which come from outside his 
company, from somewhere perhaps ob- 





scured by the ramifications of the economy 
and the government. 

To reduce the element of chance in his 
business, and to bring about a greater de- 
gree of control over the return on his in- 
vestment, the businessman has painfully, 
over the years, fashioned many adminis- 
trative devices. They are not yet perfect, 
but they constitute the best known ap- 
proach toward the construction of an anti- 
chance factor for business. 

Let us review and evaluate some of the 
forms that these controls have taken. 


THE SIMPLE ELEMENTS OF PROFITS 

Everyone knows that profit is the excess 
of income over expenditures. But the 
achievement of a profit in a sizeable busi- 
ness comes about in ways often obscured 
by an intricate process of effects and coun- 
tereffects. Volume, prices, variable costs 
and fixed costs exert influences not always 
easy to predict, or even to evaluate. The 
clever analyst can always portray with 
deceptive clarity what did happen—after 
it happens; all too seldom can he point 
out what to expect in time for something 
to be done to make the results turn out 
better. 

Obviously, the greatest anti-chance fac- 
tor one can have is a set of precepts pre- 
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ization in cost accounting, inventory control and manufac- 
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dating the events as far as possible. 
Whether it is called budgeting, profit 
planning, forecasting or any other name, 
the objectives are: 


1. To plan the profit 

2. To establish the component targets 
or tasks by responsibility (this pre- 
supposes a suitable organization 
plan) 

3. To provide such targets and tasks in 
a manner facilitating their use at 
different levels of activity 

4. To record and analyze the results so 
that corrections and improvements 
made be made concurrently. 


Stated in another way, the best laid 
plans often go awry. A well-prepared 
budget or profit plan must provide for the 
maintenance of controls within the pre- 
scription imposed by the current level of 
sales regardless of the direction taken. In 
doing this, we find that a proportionate 
profit relationship cannot be maintained. 
This is caused by the fixed, nonvariable, 
and semivariable elements of costs and ex- 
penses. The emphasis, then, must be on 
the control aspects of the budget or profit 
plan, and the assurance that the proper 
action is taken to keep costs and expenses 
in line with current conditions. 


THE SALES FORECAST 


Ask the average businessman to name 
the best anti-chance factor. Invariably he 
will tell you that it is sales and more sales. 
There is an old saying in business to the 
effect that volume covers up a lot of sins. 
This is true to the extent that all things 
being equal, best results are obtained 
when a most efficient utilization of facili- 





ties and capacity is attained. On the other 
hand, pes profit margins and the mix 
of product sales often tend to add up to a 
disappointing profit result. In addition, 
the added costs inherent in violent fluc- 
tuations of production volume may nul- 
lify profits. 

The more one thinks about it, the more 
apparent becomes the simple fact that the 
fluctuations of sales constitute the greatest 
element of chance in business, and the 
most difficult of conjunctures to control. 

If it were possible for the management 
of a business to know with exactness, for 
long periods in the future, the sales vol- 
ume and prices which would be attained, 
profit planning would become vastly sim- 
plified. Of course, there would occur other 
contingencies, but this single prescience 
would make it possible to balance man- 
power, machines, and money to the end 
that a veritable industrial utopia might be 
shaped. 

Although the future is veiled from our 
sight, it is of primary importance that the 
best possible sales forecasts be made and 
used in the construction of the anti-chance 
factor. To blunder along, from month to 
month, in a continuous struggle to ride the 
ups and downs of sales and production 
fluctuations is an unhappy state. It is pos- 
sible, in most industries, to forecast sales 
with a good degree of accuracy. We do not 
mean by this that the traditional ‘‘sales 
quota” of the sales manager is to be used 
for planning. Usually this is an optimistic 
“shoot high and hit lower’’ statement of 
sales. 

Most sales forecasts are based on past 
experience plus a raising or lowering of 
sights, depending on the management's 








“Getting away for a moment from these 
two gold stars you got in kindergarten, have you 
some more recent character references?” 
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expectations of the economic climate, the 
introduction of new products, etc. Fore. 
casts prepared in this manner have a good 
chance of being accurate. Wherever possi- 
ble, however, more scientific studies should 
be made of the markets and the company’s 
penetration versus their proper share of 
the market. 

Long-range forecasts based on sound 
research and historical data serve the use. 
ful purpose of charting direction, plan- 
ning facilities and financial requirements, 
True, they are not always accurate, but 
even with a fairly wide margin for error 
they are better than no long-range plan- 
ning. 

The nightmare of the manufacturing 
executive is the production schedule which 
fluctuates erratically from one extreme to 
another; the process of build-up, training 
losses, the achievement of efficiency and 
then the sudden tear-down of production. 
In many instances, it would be far better 
to plan effectively so as to level off these 
peaks and valleys and reduce costs, even 
if it should mean losing some temporary 
windfalls of business. In the final analysis 
it is profit that counts, and the expansion 
of manufacturing facilities should be con- 
strained to the true level of the real mar- 
ket. The long-range forecast supported by 
market analysis can be a useful tool in 
this kind of planning. 


THE MARKET ANALYSIS 

Profit planning depends so much on 
sales and the cost-price relationship that 
anything which can be learned regarding 
the sales market and the company’s posi- 
tion in it with respect to competition is 
of great value. Of equal importance to the 
company’s welfare is the fact that a con- 
tinuous analysis, properly digested and in- 
terpreted, enables management to conceive 
and develop new ideas and programs. 

The market analysis is, of course, easier 
to make in some industries than it is in 
others. The automotive industry, for exam- 
ple, has available information regarding 
current car registrations by geographic 
areas, etc. Other types of business have 
established industry or trade associations 
which gather statistics for the benefit of 
their members. Government agencies also 
supply data suitable for many businesses. 
The observations of field employes, and 
others in touch with the market, can be 
useful if properly gathered and digested. 

Stated simply, the market analysis is an 
organized effort to find out, with respect 
to customers and prospective customers, 
(1) what they will buy, (2) how much 
they will buy, and (3) what they will pay. 
In addition, there should be a study of 
the geographic and seasonal factors, of 
“where” and “when.” Obviously, the an- 
swers to these questions may be the crux 
of all the company’s planning. Despite 
this, it is surprising to see how many large 
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companies still “play by ear” when it 
comes to market research and analysis. 


BALANCING SALES 
WITH DISTRIBUTION COSTS 

As a result of a justifiable and con- 
stant concern with the cost of the products 
sold, the cost of making sales too fre- 
quently ends up as a statistical percentage 
to sales dollars. Not alone from the stand- 
point of controlling sales expense, but also 
for the more important purpose of getting 
the most sales for each dollar so spent, it 
is necessary to devise methods for etailed 
appraisal of results. The anti-chance fac- 
tor would be seriously incomplete without 
such an activity. 

There are times when the cost of mak- 
ing sales in a product group or geographic 
area becomes so great that a profit is not 
possible. This does not mean necessarily 
that the product or the territory should be 
abandoned. Sales organizational planning 
frequently takes shape over a long period 
of time, a group or a layer at a time. The 
general conditions, expectations and per- 
sonnel relationships prevailing at the time 
influence the organizational plan. Like so 
many other things in business, the sales or- 
ganization and plan of distribution should 
be exposed to frequent reappraisal. Con- 
ditions change, and change requires read- 
justment. 

A system of reporting and analysis of 
distribution costs should be designed to 
fit the special needs of the company. A 
few of the problems which may be indi- 
cated by the system are: 


1. Freight differentials which might 
result in studies of cost savings possible 
through decentralization or the establish- 
ment of assembly plants in market centers. 

2. The determination of the efficient 
maximum with respect to the broadening 
of product lines within the framework of 
distribution organization, versus the estab- 
lishment of separate product brands in 
competition with each other, and with sep- 
arate sales organizations and distributors 
or dealers. 

3. The efficient disposition of ware- 
houses and supply points, giving weight 
to such factors as inventory investment, 
turnover, and the ability to make deliver- 
ies fast enough to avoid sales losses. 

4. The results attainable through com- 
mission agents as compared with company 
salesmen. 

5. The efficacy of various salesmen’s 
compensation and incentive plans. 

6. The weighing of advantages and 
disadvantages related to establishing com- 
Pany-owned retail outlets instead of inde- 
pendent dealers. 

7. The ascertainment of the most eco- 
homic means of transportation for sales- 
men, 

8. The economic evaluation of results 
by territories, 
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“And one ticket in the opposite direction!” 


COST CONTROL AND REDUCTION 


Profits, in a normal business atmosphere, 
are not made by brilliant master strokes. 
Prosaically, the making of an objective 
profit is the sum-total result of thousands 
of small decisions, many of which go un- 
noticed since they are made at the lower 
levels of authority. Profits are made or lost 
with each make-or-buy decision, each 
processing decision, each decision affect- 
ing inventory investment, each decision 
or. equipment replacement, each tooling 
decision, and so on. Formalizing an objec- 
tive approach to those decisions is the gist 
of scientific management. 

The controller's role in this is to supply 
the mathematical factors which are used to 
reduce the decision to a formula. Figures 
have an insidious way of looking like 
facts. The cost accounting, which serves 
very well for balancing books and prepar- 
ing over-all profit-and-loss statements, 
may fall far short of supplying the correct 
index for one of these decisions. Here is 
the area where the anti-chance factor 
grows strong with study and use, or bogs 
down in a welter of misleading figures. 

Controlling and reducing costs means 
“staying competitive.” It is a characteris- 
tic of the country’s dynamic economy that 
manufacturing processes and methods 
change and improve constantly. The suc- 
cessful company strives to stay in the fore- 
front in this respect; the unsuccessful 
company waits for highly competitive pe- 
riods to investigate and institute cost-re- 
duction measures. 

The nearest thing we have seen to an 
automatic anti-chance factor is in use by 


some large companies with multidivisional 
organization plans wherein one division 
buys parts, commodities or components 
from another division. This is accom- 
plished by establishing each division as a 
profit center, obliged to supply its prod- 
ucts to the buying division at prices equiv- 
alent to or better than the best prices of a 
modern, efficient supplier. In other words, 
in principle, the buying division may ob- 
tain outside prices and if the supplying 
division cannot meet the price, may buy 
from the outside source. On the other 
hand, the supplying division may meet the 
outside price, but since they are compelled 
to show a standard profit or return on in- 
vestment, they are under immediate pres- 
sure to reduce costs to a point in line with 
the lowest prices. 

The obvious immediate development 
resulting from such a program is the 
steady and continuous need for replace- 
ment of machines, equipment and special 
tools, to keep up to date with the latest 
technological developments, both exter- 
nally and internally developed. The avail- 
ability of capital becomes a factor, but in 
any case, the program should, at least, be 
geared to take up the current provisions 
for depreciation and amortization. 

An adequate system of cost analysis 
should be devised and employed to evalu- 
ate the economics of cost-reduction pro- 
posals based on expenditures of capital. 
The anticipated cost savings are usually 
measured by (a) the “pay-out” period, 
and (b) the average per cent of return on 
the proposed expenditure. 
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A SHORT COURSE IN COST ACCOUNTING 
AND ITS RELATIONSHIP TO JOB SECURITY 


(Following is paraphrase of an editorial written in 1945 by W. C. 
Carter, former president of Link-Belt Company, Chicago, Ill. What 
Mr. Carter said 11 years ago is still so applicable today we are repro- 
ducing it again—Editor) 


I want you to imagine a cylindrical container like the one at 
the left above. Down at the bottom is a layer of material. On 
top of this is a layer of labor. Next is a layer of manufacturing 
departments’ overheads (their correct share of power, heat, light, 
taxes, repairs, insurance, replacement costs, store keeping, and all 
the other kinds of expenses that cannot be charged directly to an 
order number). 

The height of these three layers is manufacturing cost. On top 
of manufacturing cost comes a layer of selling and administrative 
expense. The height now is selling cost. On the very top is the 
thinnest layer of the lot, the profit layer. Our total height now is 
selling price. 

Now imagine, close by, another container like the one at the 
right. Lying across the top of this vessel is a rifle, pointed directly 
at our container. Behind it is our competitor with a feather-touch 
trigger finger. His container has in it the same kinds of costs as 
ours. 

He shoots at us loud and often. If our height is less than his, 
the shot goes over and does no harm; but if a single one of our 
layers is thicker than it ought to be, and our assembled height is 
above his level, his bullet lands in our target. 

Our first casualty is the thin layer of profit. Having lost this, 
if none of the lower layers is able to contract and get us down 
below his elevation, our sales representative has lost an order and 
our competitor has transferred the prize to his order book and 
goes off with it. 

How can we avoid this result? 

Remember that every one of us is in one or another of these 
layers of cost. The cost of the buildings we work in—the cost of 
our pay—the cost of all the material we use—the cost of equip- 
ment and tools used—their repairs and eventual replacement, are 
all a part of the layers that make up the total height of selling 
cost. 

If the selling cost is so high that we can’t add a profit to it we 
soon go broke and out of business—and job security has van- 
ished. 

It is only by working intelligently—by improving our prod- 
ucts—by avoiding breakage and waste and extravagance—by 
working together as a team—that we can win out over our com- 
petitor and secure the customer's orders. 

Remember, always, that it is the buyer of our products—the 
customer—and he alone, who makes our jobs and keeps them 
going; but he isn’t crazy in the head and he won’t pay us more 
for what he wants, if he can get the same value for less money, 
from our competitor. 
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COST ESTIMATING 
FOR PRICING PURPOSES 


A company’s revenue is determined by 
its selling prices. How are selling prices 
established? Many company executives 
would answer quickly, “By competition,” 
Who leads and who follows may not be 
very clear. If one believes the sales view. 
point, it seems that competition is ever 
ready and able to quote a lower price. 

Here, then, would seem to be an uncon- 
trollable area in the construction of the 
anti-chance factor. But, let us examine 
the situation more closely. 

While it is true that the acts of compe- 
tition frequently shape pricing policies, 
it is equally true that it is not possible to 
depend on always having the lowest prices 
to obtain sales. In order to stay in busi- 
ness and to maintain the national scale 
of living, one’s customers must buy from 
someone; why not from your company? 
The really important companies do not 
maintain their position by constant price- 
cutting. Quality, service and acceptance 
count for a great deal. A sale is not a sale, 
in the true sense, unless there is a reason- 
able profit accruing to the seller. This is 
not to ignore the occasional necessity for 
taking marginal business to provide 
needed volume for the purpose of cover- 
ing fixed and nonvariable overhead. 

The importance of good business acu- 
men in setting selling prices cannot be 
exaggerated. This is particularly true 
where it is necessary to enter blind bids 
on a large volume of business. Teamwork 
within the organization is essential if the 
quoted prices are going to be set low 
enough to obtain the business but high 
enough to permit earning a profit. The 
close cooperation of engineering, manu- 
facturing, accounting and sales personnel 
is needed. 

Cost estimates prepared for the pur- 
pose of supplying price-setting informa- 
tion are different from current actual cost 
data. Too frequently one sees the mis- 
taken premise whereon the businessman 
bases his prices on the cost factors related 
to the current volume of production. Thus, 
during periods of slack sales he attempts 
to pass on to his customers the cost of un- 
used facilities and unabsorbed overhead. 
Conversely, he may establish a fixed sell- 
ing price based on a temporary peak in 
volume which he cannot sustain. There 
may be times, however, particularly in cer- 
tain “job shop” types of business, when a 
low single quotation may be a good idea 
during a high production volume period. 

Normal or standard volume should gen- 
erally be used as the basis for estimating 
costs for establishing published selling 
prices or for making special bids. 

We shall not here go into the detailed 
processes involved in cost estimating, but 
it should be noted that there are many key 
elements of the cost which are based on 
the planning of production and related 


(Continued on page 290) 
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Financial Public Relations 
and the Controller 


Harold M. Gartley 


A fair evaluation of your company’s securities in the mar- 
ket place is an asset which does not appear in the balance 
sheet. Yet it is an important asset. In the realm of finance 
and business it is a reflection of credit standing, stability, 
competitive strength and affluence. There was a time when 
management was prone to disregard this market appraisal. 


That time is passed. 


N OUR EXPANDING ECONOMY, with its 
| fast technological progress, more compa- 
nies must compete for recognition. The big 
corporations have an innate advantage be- 
cause “names make news.” By virtue of 
their prominence, most of what they do 
is newsworthy. But the less-than-big cor- 
porations usually have to strive for recog- 
nition, and a significant phase of this 1s 
publicity going to the nation-wide finan- 
cial community whose panorama includes 
several thousand corporate securities. 
Years ago the telephone, electric and gas 
companies found that they had to publi- 
cize their stories in order to finance their 
phenomenal expansions. Their pioneering 
proved the practical value of financial 
public relations. 


START AT THE TOP 


Financial public relations endeavor is 
most effective when it is planned, sus- 
tained and supported by top management. 
And support means actual participation by 
top executives, and their realization that it 
involves telling and retelling the genuine 
story about their company and where it is 
going. The purposes are, in summary: 


To accomplish for shareowners that 
fait appraisal of their stock by the market. 

To become better known in the nation- 
wide financial community—the 30,000 
people in the securities business on whom 
SY, million investing families rely for 
guidance. 
_ To generate interest among potential 
investors. Impressing one good security 
analyst can arouse interest among hun- 
dreds of potential share buyers. 

To broaden public ownership of shares. 

To secure new capital on favorable 
terms, 


To make the most of competitive op- 








portunities. The influence of financial 
leaders pervades business. They live with 
the largest buyers of products. Many com- 
panies have unexpectedly increased their 
business as a result of telling and retelling 
their stories to financial people. 


A manufacturer of power cranes and 
shovels is, for example, a firm supporter 
of a financial public relations program. 
He has addressed security analysts in im- 
portant cities. He perceives an increase in 
sales of his heavy machinery in marketing 
areas where his company story was told. 
There is a time lag, to be sure, but the 
sales do come up. 


FOCUS ON YOUR TARGET 


To initiate a program of financial stock- 
holder relations, first put your audience in 
focus. In the foreground are your existing 
shareowners. But look at the forest along 
with the trees. To penetrate with your 
company story, the informational target 





should be this collective body of financial _ 
opinion: 

Financial press, stock exchange patt- 
ners, security analysts; market letter writ- 
ers and financial advertisers; estates, in- 
vestment trusts, foundations and pension 
funds; insurance companies, investment 
counselors, bank trust departments and 
financial services; business libraries and 
schools of business administration. 

The security analyst audience centers 
the target. The security analyst is the re- 
searcher for stock exchange firms, in- 
vestment advisers, investment trusts, in- 
surance companies, trust departments of 
major banks, pension funds and the like. 
Realize that the great growth of the 
“funds” —of institutional investors—has 
been a phenomenon of our time. 

Consider the security analyst as a multi- 
plier of investing opinion. More and more 
he is influencing the judgments of inves- 
tors about individual securities. He is 
acutely conscious of his responsibility for 
advice on how other people’s money may 
be invested gainfully. He is an investment 
sophisticate whose trained and skeptical 
mind demands, and deserves, full and ac- 
curate information. He delves far deeper 
than the routine figures of a balance sheet, 
which to him are somewhat like “water 
over the dam.” He has to have the “feel” 
of a company and of its management, if 
he is to have faith in it. And a financial 
public relations program has to sel/ him 





HAROLD M. GARTLEY is a founder of the New York So- 
ciety of Security Analysts and the Wall Street Forum. Since 
1934 he has been secretary of the Analysts Club, a group 
of senior analysts which includes many managing partners 
of important Stock Exchange and investment advisory firms. 
His firm, Gartley & Associates, Inc., New York, began in 
1920 with investment research, stock market counseling 
and portfolio management. Since 1947 the emphasis has 
been on financial public relations and stockholder commu- 
nications. Five senior associates are security analysts. 





TOE GOPIRG AE... .. . «-.-..- 


62nd acl ata JUNE 1956 





263 








on management and where a company is 
going. 

It is advantageous to be able to think 
and talk the language of the security 
analyst. Then you know what the financial 
community wants and how to give it out. 
This point is made because the corporate 
functionary in stockholder relations may 
work competently, yet he has captive 
status and so lacks that outside viewpoint 
which is invaluable in all phases of pub- 
lic relations. He knows well his own 
company, and its industry, yet is without 
that plus factor of ‘‘related experiences,” 
with other situations which so often are 


applicable. 


NOW FOR THE PROGRAM 


The term program is emphasized be- 
cause by definition it is a general outline 
of strategy, tactics and the many things 
to be done. A speech or two, the annual 
report and routine press releases do not 
suffice. The effort must be comprehensive, 
and participated in by the chief executive 
officer and the No. 1 financial executive. 

All this effort interrelates, yet there are 
two phases. One is conventional practice 
which embraces publicity releases, the an- 
nual report, product brochures, interim 
reports, post-meeting summaries, dividend 
enclosures, letters of welcome to new 
shareowners, and so on. The other phase 
directly involves the personal roles of to 
executives in making the program ae | 

The latter is discussed first because 
there are do’s and don’ts for top execu- 
tives to heed. 

If you have a progtam, do it right. 
Keep it moving consistently with informa- 
tion that is factual, accurate, timely and 
conservatively presented. Avoid any taint 
of bulling, touting or overselling. Aside 
from ethical and legal considerations, 








such pressure defeats itself. The audience 
is too sophisticated to be impressed by 
company bias or propaganda. Remember, 
it is other people’s money for which these 
men feel responsible. 

Tell the truth even when it may be em- 
barrassing. Your audience needs to know 
the unfavorable developments along with 
the good news. Complete honesty and 
candor build a reputation for integrity. 
Financial leaders like the management 
whose word they can trust. 

Senior officers should come periodically 
to the nation’s financial capital to meet 
with security analysts and leaders of in- 
vestment opinion. Most business news 
originates in New York, which is the 
financial publishing center. Much _busi- 
ness thinking emanates from New York 
as the source of big capital and as the 
largest investing center. It is pre-eminent 
in securities trading, of course. Important 
brokerage firms have main offices in New 
York. The New York financial community 
is the fountainhead from which can flow, 
chapter by chapter, the story of your com- 
pany and where it is going. 

Good effect accrues from informal talks 
with small, selected groups of security 
analysts, brokerage firm partners and such. 
Implicit is the probability that many of 
them are specialists in the industry in 
which your company engages. 

A convenient means for relating your 
company story is provided by the 18 so- 
cieties which constitute the National Fed- 
eration of Financial Analysts Societies. 
This avenue is generally recognized and 
used. In fact, the New York Society of 
Security Analysts is so busily scheduled 
that speaking dates have to be arranged 
months in advance. The Association of 
Customers Brokers is another effective au- 
dience. 





TO HAVE AND TO HOLD 
There are still ultraconservatives who continue to think 
that the market status of their company’s stock will take 
care of itself so long as earnings and dividends are shown. 
That is no longer so. To have and hold a fair market ap- 
praisal of a company’s shares requires that top management: 


1. Recognize that the shareowners deserve a fair evalua- 
tion of their investment, and 

2. Do all that is involved in the telling and retelling of 
the company’s story to the leadership of investment 


opinion. 


Selling a management's story in the highly competitive 
securities markets means as much today as selling products 
and services. Good performance is not enough. To ascertain 
what can be accomplished, ask the management which sup- 
ports an effective program of financial public relations. 
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Prepare well for these personal appear- 
ances. The material should be assembled 
with a concrete understanding of ang. 
lysts’ needs, and in a form which can be 
retained in research files for reference 
purposes. Otherwise the personal appear- 
ances can be a liability. 

A better setting is provided if your 
spokesman (chairman, president or No, | 
financial officer) has a backdrop that il. 
lustrates the company story. He can inter. 
polate his narrative with exhibit panels to 
denote graphically what your company has 
done, is doing, and where it is heading. 
Bold and attractive color lines and cop. 
trasts indicate historical trends and pro- 
jections pertaining to sales, profits, mar. 
keting areas, and/or whatever is germane 
to your company and its prospects. It 
makes for a ater show than does mere 
speaking or reading from prepared pages. 
It puts the story in focus. It enlivens. 


AN INSIDE PROGRAM 

Plant inspection tours are effective when 
prearranged in detail and properly staged. 
Investment pros like to see the physical 
properties which support the stocks and 
bonds in which they have an interest or 
potential interest. The occasion provides 
the opportunity to know the top person- 
nel better, and to get the feel of the com- 
pany by meeting with the middle-level 
administrative team. The on-the-spot look 
gives an insight into company morale, efhi- 
ciency and so on. It is better to have top 
executives there to extend the hospitality. 
Department heads should participate as 
each section is reviewed. 

Start with a brief orientation session in 
which the plant manager outlines the op- 
eration. It is helpful if illustrations are 
on hand which show the important phases 
of the plant and/or process to be seen. 

Break up the plant tour into small 
groups, because small groups are more 
manageable and more impressionable. Ex- 
plain only the significant stages of the 
operation—skip the irrelevant. Financial 
observers perceive which is the marginal 
producer and which factory is the stand- 
out in efficiency, but in between they like 
interpretation. Tell them what they want 
to know and round out the company pic- 
ture for them. Answer questions in a way 
which gives them the real story on opera- 
tional and financial facts. 

Be considerate as well as hospitable. 
Save their time by confining the trip to 
one day, if feasible. Keep the number of 
stairways on the itinerary to a minimum. 
Think out the travel accommodations, and 
give each man his own hotel room. 

Never mind the good trips. It is the 
bad ones which stick in memories. Some 
don’ts deserve mention here because they 
show how thoughtless or inconsiderate 
behavior can make a plant tour backfire 
and leave a bad impression of the manage- 
ment. 
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At a steel plant the president greeted 
the security analysts briefly, and then 
vanished so they could not question him. 
At a paper mill the president was only 
60 miles away, yet did not appear. Guests 
recall the tedium of piling in and out of 
buses to and from several plants, yet with 
no management conference to tie the story 
together. Having read rave publicity from 
the company, these sophisticates got the 
impression of a management that was 
“stuffed-shitty” and “full of bull’—as 
one said. On another occasion no hotel ar- 
rangements had been made, and after a 
very late dinner the guests had to get their 
own rooms, if they could, or ride a late 
train back to New York for arrival at 
their homes in the small hours of the 
morning. 

When asked the fundamental question 
of book value, one top executive countered 
with this, “How would you like to have 
me ask you how much money is in your 
pocketbook?” At a party, in his luxurious 
home, a board chairman ignored his 
uests’ concern for operational and finan- 
cial data with boresome talk about taxa- 
tion policy. On another occasion, the 
top man gave an extended recitation re- 

Jete with inaccurate information. To the 
embarrassment of all, he was heedless of 
the interjections of his financial officer 
in trying to get the facts straight. 

A potent way to gain good will among 
financial people is to create research ma- 
terial for security analysts. Understanding 
analysts give their best efforts to corpora- 
tions which cooperate with them. Special 
company studies which meet their profes- 
sional needs can pay off well. 

The growing company foresees a time 
when it may enter the money market to 
borrow, or to seek a quality rating on a 
bond issue—or when it will raise ae 
by the sale of stock to the public. Maybe it 
plans growth through acquisition. Reputa- 
tion and credit should be well rated if it 
is to finance on advantageous terms. 

If the stock sells below book value, or 
at a poor price/earnings ratio, the com- 
pany is handicapped in financing its 
growth. If expansion is by acquisition or 
merger, the price of listed shares can be a 
governing factor of the terms of acquisi- 
tion or merger. A fair evaluation of the 
stock in the market has a real significance. 

The financial community is influenced 
by public acceptance of a company. This 
acceptance is in proportion to the pre- 
liminary activities in investor relations. 
Sometimes it may take months or years of 
patient effort to do an effective job. How- 
ever, the need or absence of need for a 
financing is not the determinant for de- 
ciding to initiate a program of financial 
public relations. 


PROJECTING YOUR STORY 

Now for the conventional mode—the 
conveyor belt—for carrying forward your 
story to shareowners, potential shareown- 
ets and the financial community. 


There is the annual report. Such a re- 
markable improvement is apparent in an- 
nual reports that there is not much to say 
—that 1s, for the modern annual report of 
up-to-date practice. Definitely out of style 
is that drab old cut-and-dried presenta- 
tion which often was not understandable, 
psychologically unattractive and unin- 
formative. The report should not be a 
pedestrian, demistatistical medium. 

The modern annual report is—or 
should be—an inspiring, factual and in- 
structive account of the year in review. 
It has smart design, crisp layout, good art 
work and excellent printing. It is easily 
understood, and offers “highlights,” prod- 
uct mix and historical matter along with 
tables of five-year or ten-year comparative 
data. 

It is sometimes a good idea to identify 
top management and directors, giving 
brief descriptions of functions and careers. 
The report should not be conceived as a 
sales-stimulating device, except perhaps 
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in the case of mutual funds or companies 
selling consumer goods. 

A good annual report encourages stock- 
holder interest, creates a better under- 
standing with employes and serves as a 
basic reference document. It is a unique 
medium designed to have a company well 
and favorably understood, in the financial 
community as well as among shareowners. 

Then make full use of it! Increase the 
print order by perhaps 5,000 at small cost 
and send the report to key people in the 
securities business, especially to those en- 
gaged in investment research. A good an- 
nual report, delivered to the right places, 
can be a good management selling device. 

Press releases. Relationships with the 
financial press are fundamental. In this 
special field of journalism a great deal of 
corporate publicity fails to get in print 
because it 1s not prepared in the form re- 
quired for business and financial reader- 
ship. There is a big advantage in knowing 
key persons in New York financial pub- 
lishing, and in knowing how a publication 
thinks and operates. Reading the Dow- 
Jones ticker shows the pattern for pre- 
senting spot financial news. 

Here are a few reasons why so many 
corporate press releases go to waste. Too 
often they are written as if for trade mag- 


azines—not for financial readers. Too 
often the news is not written “straight” 
but is mingled with the fluff and puff 
of product publicity. That is to say, it is 
surfeited with what editors consider to 
be free advertising. Don’t burden an edi- 
tor with “stuff” that is not valid or per- 
tinent as news. Too often the timing is 
off—usually too late or because the timing 
does not fit space availability or publica- 
tion schedules. 

Put out your company news in good 
timing and in a form which is easily ed- 
ited, with the significant facts in the lead 
paragraph. 

Sometimes adverse publicity may be the 
result of failure to foresee or prejudge a 
popular reaction. It may be the result of 
neglect in planning to counteract negative 
forces. A well-directed financial public re- 
lations program includes planning in 
formulation, timing and announcement 
of policies and actions. 

So much for the security analyst, the 
annual report as a general company tool, 
and financial press relationships. Of equal 
importance is direct contact with the own- 
ers of your business. 

Stockholder meetings. Most stockholder 
meetings are attended by only a few. Be- 
cause of this, the post-meeting report is 
coming more into practice so that absentee 
shareownets may know what happened. 
Condensed historical matter and human 
interest features of the meeting help the 
shareowner to feel a closer relationship 
with his management. When this is done, 
however, it is essential that the annual 
meetings be planned carefully. 

Every annual meeting should be well 
prepared ; no worthy purpose is served by 
not doing so. To prove this, for example, 
let it be imagined that dissenting share- 
holders threaten a proxy fight. What 
would be said if confronted by dissenters 
having the intelligence and knowledge to 
ask questions which would be discerning, 
penetrating and even embarrassing ? 

Too often the attitude of management 
and legal counsel has been that the annual 
meeting is to be treated as a “‘let’s get it 
over with” routine required for legal and 
formal reasons. It still can be an event 
which serves to advantage because it pro- 
vides the basis for constructive publicity 
to the financial community and to absentee 
owners of the business. Make use of the 
occasion for discussing first quarter re- 
sults, and forecasting the early future of 
sales, earnings and operational matters. 
Doing this gives currency to the event, 
which is made newsy. 

Other communications. A good follow- 
up is the interim report: This is most effec- 
tive when designed to be really useful and 
attractive. The dividend notice is the 
“good cheer’ item of stockholder com- 
munications. Here is an excellent oppor- 

(Continued on. page 289) 





Li Bs 


Lee JUNE 1956 





265 











Corporations Subjected to 
the Accumulated Earnings Tax 


Robert S. Holzman 


HEN THE INTERNAL REVENUE SERVICE proposes to assert 
W: tax deficiency based on the allegation that earnings and 
profits have been allowed to accumulate beyond the reasonable 
needs of the business, a corporation has the opportunity under 
the Internal Revenue Code of 1954 of submitting “a statement 
of the grounds (together with facts sufficient to show the basis 
thereof) on which the taxpayer relies to establish that all or any 
part of the earnings and profits have not been permitted to ac- 
cumulate beyond the reasonable needs of the business.”” Section 
534 (c). 

This statement may contain general comments on the nature 
of the surplus, the applicability of the law, or matters that relate 
to corporations as a whole. On the other hand, the company may 
be able to develop certain factors peculiar to the industry that 
would not be known to a revenue agent or to a court. For this 
reason, a corporation’s management or tax counsel should have 
at its disposal the specialized arguments that have been developed 
by other companies of the same type. 


Belaire Management Corporation, 21 TC 
881 (1954); Botsford, Constantine & 
Gardiner, BTA Memo. Op., Docket 
#104867, entered November 6, 1941. 


Gibbs & Cox, Inc. v. Commissioner, 147 
F. (2d) 60 (CCA-2, 1945). 


Central Motors, Inc., TC Memo. 1954- 
122, filed August 12, 1954; Egan, Inc., 
TC Memo. 1955-117, filed May 9, 1955; 
Kerr-Cochran, Incorporated, TC Memo. 
1955-90, filed April 15, 1955; Thomas 
S. Lee Enterprises, Inc., TC Memo. Op., 
Docket #26662-3, entered June 29, 1953; 
Shaw & Keeter Motor Company, TC 
Memo. Op., Docket #26977, entered Au- 
gust 16, 1951. 


ADVERTISING AGENCY 


ARCHITECT-ENGINEER 


AUTOMOBILE AGENCY 
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sor of Taxation at the New York 
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and the Tax Institute. He is a 
member of the Committee on Tax- 
ation of the Commerce and Indus- 
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For example, an automobile distributor would be interested in 
knowing what weight a court has accorded such factors as com- 
pulsory maintenance of cars as required by the formula estab. 
lished by the manufacturer, or the business need of carrying con- 
ditional sales contracts. The facts presented, and the judicial 
reaction thereto, as found in Thomas S$. Lee Enterprises, Inc., 
TC Memo. Op., Docket #26662-3, are thus of considerable prac- 
tical interest. 

Similarly, a lumber company would be concerned with know- 
ing how a court has reacted to such a specialized industry phe- 
nomenon as the need for financing gyppo loggers. Invaluable 
would be awareness of the arguments and findings in Defiance 
Lumber Company, TC Memo. Op., Docket #34067. 

The following material has been prepared to enable corporate 
management to locate the decided cases involving companies with 
the same industrial problems. Study of a relevant case may en- 
able counsel to appraise in advance the validity of arguments be- 
ing marshalled. 


BAKERY Hansen Baking Co., Inc., TC Memo. Op., 


Docket #35612, entered June 18, 1953. 
Delaware Terminal Corporation, 40BTA 
1180 (1939). 

Bosch Brewing Company, BTA Memo. 
Op., Docket #106385, entered July 27, 
1942. 


BARBER SHOPS 


BREWERY 


CINEMA 
—DISTRIBUTOR R. and L., Incorporated v. Commissioner, 


84 F. (2d) 721 (CCA-5, 1936). 


Commissioner v. Cecil B. De Mille Pro- 
ductions, Inc., 90 F. (2d) 12 (CCA-9, 
1937); William C. De Mille Produc- 
tions, Inc., 30 BTA 826 (1934). 


William C. Atwater & Company, Inc., 
10 TC 218 (1948) ; Smokeless Fuel Com- 
pany, TC Memo. Op., Docket #108463, 
entered September 20, 1943; U.S. ». 
R. C. Tway Coal Sales Co., 75 F. (2d) 
336 (CCA-6, 1935). 


Litchfield Creamery Company, TC Memo. 
Op., Docket #110318, entered October 
19, 1943. 

Gus Blass Company, 9 TC 15 (1947); 
Korrick’s, Inc., TC Memo. Op., Docket 
##31448, 35298, entered March 27, 1953. 


Lane Drug Company, TC Memo. Op., 
Docket #1140, entered April 26, 1944. 


J. L. Goodman Furniture Co., 11 TC 
530 (1948); R. C. Reynolds, Incorpo- 
rated, 44 BTA 356 (1941). 

Kimbell Milling Company, TC Memo. 
Op., Docket #24179, entered March 7, 
1952. 


—PRODUCER 


COAL SALES 


CREAMERY 


DEPARTMENT STORE 


DRUG DISTRIBUTOR 


FURNITURE DEALER 


GRAIN ELEVATOR 
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Thomas W. Briggs, TC Memo. 1956-86, 
filed April 16, 1956. 


Helvering v. National Grocery Company, 
304 U.S. 282 (1938); A. H. Phillips, 
Inc., TC Memo. Op., Docket #18914, 
entered October 22, 1951. 


A. and J., Inc., 38 BTA 1248 (1938) ; 
Almours Securities, Inc. v. Commissioner, 
91 F. (2d) 427 (CCA-5, 1937); Beim 
Company v. Landy, 113 F. (2d) 897 
(CCA-8, 1940); R. L. Blaffer & Com- 
pany v. Commissioner, 103 F. (2d) 487 
(CCA-5, 1939) 

Daniel C. Bleser Estate, 41 BTA 643 
(1940) ; Corporate Investment Company, 
40 BTA 1156 (1939); Gardiner v. 
Welch, D. C., Cal., 1936; Irvington In- 


vestments Company, 32 BTA 1165 
(1935) 
Kaufman Investment Company v. 


Schofield, D. C., Texas, 1952; Keck In- 
vestment Company, 29 BTA 143 (1933) ; 
Mead Corporation v. Commissioner, 116 
F. (2d) 187 (CCA-3, 1940) ; Mellbank 
Corporation, 38 BTA 1108 (1938) 

R. B. Mellon Estate, 38 BTA 1259 
(1938); Nipoch Corporation, 36 BTA 
662 (1937); Olin Corporation, 42 BTA 
1203 (1940); Rands, Incorporated, 34 
BTA 1094 (1936) 

Rofam, Inc-—Emaad, Inc., BTA Memo. 
Op., Docket ##61597-8, entered April 
13, 1937; A. D. Saenger, Incorporated 
v. Commissioner, 84 F. (2d) 23 (CCA-5, 
1936); Sauk Investment Company, 34 
BTA 732 (1936); Saven Corporation, 
45 BTA 343 (1941). 

Suffolk Securities Corporation, 41 
BTA 1161 (1940); Stanton Corporation, 
44 BTA 56 (1941); Trico Securities 
Corporation, 41 BTA 306 (1940); Wil- 
liams Investment Co. v. U.S., 3 F. Supp. 
225 (Ct. Clms. 1933). 


Glenside, Inc., TC Memo. Op., Docket 
#39012, entered August 31, 1953; Med- 
ical Arts Hospital of Dallas v. Commis- 
sioner, 141 F. (2d) 404 (CCA-S, 1944). 


Fisher & Fisher, Inc., 32 BTA 211 
(1935); Reynard Corporation, 37 BTA 
552 (1938). 


Albert L. Allen Company, Inc., TC 
Memo. Op., Docket #112025, entered 
November 25, 1944. 


Industrial Bankers Securities Corpora- 
tion v. Higgins, 104 F. (2d) 177 (CCA- 
2, 1939); Seaboard Security Company, 
38 BTA 560 (1938). 


Charleston Lumber Company v. U.S., 20 
F. Supp. 83 (D.C., W.V., 1937) ; Christ- 
mann Veneer & Lumber Company, TC 
Memo. Op., Docket #4916, entered May 
16, 1945; Defiance Lumber Company, 
TC Memo. Op., Docket #34067, entered 
July 8, 1953; Eastern Railway and Lum- 
ber Company, 12 TC 869 (1949) 

Edward G. Swartz, Incorporated, 33 
BTA 355 (1935); Wilson Brothers & 
Company v. Commissioner, 124 F. (2d) 
606 (CCA-9, 1941); Wilson & Greene 
Lumber Co., Inc. v. Shaugnessy, D.C., 
N.Y., 1953. 


Trico Products Corporation v. Commis- 
sioner, 137 F. (2d) 424 (CCA-2, 
1943); Trico Products Corporation v. 
McGowan, 169 F. (2d) 343 (CCA-2, 
1948). 


United Block Company, Inc. v. Helver- 
ing, 123 F. (2d) 704 (CCA-2, 1941). 


John F. Boyle Company, TC Memo. Op., 
Docket #1612, entered December 29, 
1944, 
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156 F. 
1946); Hanovia 
Chemical & Manufacturing Company, 
TC Memo. Op., Docket #111871, en- 
tered September 23, 1943. 


Greenspun v. Commissioner, 


(2d) 917 (CCA-5, 


W. H. Gunlocke Chair Company v. 
Commissioner, 145 F. (2d) 791 (CCA-2, 
1944); Whitney Chain & Mfg. Com- 
pany v. Commissioner, 149 F. (2d) 936 
(CCA-2, 1945). 


Howard Flint Ink Co., BTA Memo. Op., 
Docket #108376, entered July 14, 1942. 


Lannom Manufacturing Company, Inc., 
TC Memo. Op., Docket #427669, 32290, 
entered February 21, 1952. 


Eastern Machinery Company, TC Memo. 
Op., Docket #27371, entered October 
26, 1951; Semagraph Company v. Com- 
missioner, 152 F. (2d) 62 (CCA-4, 
1945); Wean Engineering Company, 
Inc., TC Memo. Op., Docket #4107584, 
109876, entered July 24, 1943. 


Baker & Company, Inc., TC Memo. Op., 
Docket #111870, entered September 23, 
1943; Dill Manufacturing Company, 39 
BTA 1023 (1939); General Smelting 
Company, 4 TC 313 (1944); Metal 
Mouldings Corporation, TC Memo. Op., 
Docket #107231, entered February 13, 
1943; Syracuse Stamping Company, TC 
Memo. Op., Docket #4025, entered April 
9, 1945. 


Kennedy Nameplate Company, TC 
Memo. Op., Docket #6695, entered May 
29, 1947. 


Metal Office Furniture Company, TC 
Memo. Op., Docket ##107369, 238, en- 
tered October 28, 1952. 


Becton, Dickinson & Co. v. Commis- 


sioner, 134 F, (2d) 354 (CCA-3, 1943). 


L. R. Teeple Company, 47 BTA 270 
(1942). 


Steele’s Mills v. Robertson, D.C., N.C., 
1943. 


Hut Neckwear Company v. Commis- 
sioner, 205 F. (2d) 152 (CA-2, 1953). 


Columbus Die, Tool and Machine Com- 
pany, TC Memo. Op., Docket #21518, 
entered October 28, 1952. 


Crawford County Printing and Publish- 
ing Company, 17 TC 1414 (1952); 
Gazette Publishing Company v. Self, 103 
F, Supp... 779 (D.C. .Ark.,. 1952); 
Gazette Telegraph Co., 19 TC 692 
(1953), aff'd 209 F. (2d) 926 (CA-10, 
1954). 

Wilkerson Daily Corporation, Limited 
v. Commissioner, 125 F. (2d) 998 
(CCA-9, 1942) ; World Publishing Com- 
pany v. U.S., 104 F. Supp. 784 (D.C., 
Okla., 1952); World Publishing Com- 
pany v. U.S., 169 F. (2d) 186 (CCA-10, 
1948). 


C. R. Burr & Company, Incorporated, 
BTA Memo. Op., Docket ## 97359-60, 
entered May 8, 1940; Millane Nurseries 
& Tree Experts, Inc., TC Memo. Op., 
Docket #110443, entered December 15, 
1942. 


Jacob Sincoff, Inc. v. Commissioner, 209 
F. (2d) 569 (CA-2, 1954). 


(Continued on page 289) 
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An Executive Development Program 
For the Controller 


Gerald L. Phillippe 


O PUT the subject of executive develop- 
parte in its proper perspective and to 
give a background of our practices and ex- 
periences in the development of financial 
personnel at General Electric, I will take 
a few minutes for some general statistics. 
My 2 is not to impress you with the 
scope of our work in General Electric but 
rather to orient you to our program. 

General Electric's present dollar volume 
is around $3 billion, compared with $300 
million only 20 years ago. Based upon the 
projected growth pattern of the electrical 
industry, it well may double again in the 
next decade. 

We have 136 manufacturing plants lo- 
cated in 105 cities in 28 states. 

We have around 235,000 employes. 

General Electric is a decentralized or- 
ganization with approximately 100 sepa- 
rate and distinct Product Departments— 
each responsible for its own business. 

We manufacture and market well over 
20,000 separate products—with a very 
great range in value, size and diversity. 

We have approximately 12,000 ac- 
counting and financial clerical employes 
with about 1,000 key financial positions. 
The managers-finance of our 100 Product 


Departments, which may range from $5 
million to $150 million in annual volume, 
are fully the equivalent of the comptroller 
of any independent company with busi- 
ness of that magnitude. 

In spite of the fact that these statistics 
are of some magnitude, I want to make it 
quite clear that we do not regard size or 
numbers as the most important considera- 
tion. Throughout our entire financial per- 
sonnel development program our real con- 
cern is quality of personnel. For this 
reason, I feel that our objectives, our ex- 
periences, and many of our conclusions are 
fully applicable to any other business 
organization regardless of type, size, or 
location. 

As I see it, a financial organization has 
three fundamental responsibilities: 


1. We must efficiently perform our op- 
erating tasks in accounting and finance; 

2. We must make a maximum contribu- 
tion to management through sound busi- 
ness counsel and advice; and 

3. We must protect and conserve the 
investment of our stockholders through 
effective financial controls. Here again, our 
success or failure will be determined 


largely by the quality of our people. 








GERALD L. PHILLIPPE, a member of CIA, was graduated 
from the University of Nebraska with M.A. degree in 1933 
and entered General Electric Company’s Business Training 
Course the same year. He was named a traveling auditor for 
the company in 1935 and held this position until 1942 when 
he became statistician for the company. In 1947 Mr. Phillippe 
was appointed auditor for the former Apparatus Department 
and in 1950 was named comptroller for the department. In 
1951 he was appointed manager-finance of the Apparatus 
Department Sales Division. He became comptroller in 1953. 
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There are actually three basic steps in 
any personnel development program: 


1. Selective recruiting 

2. Comprehensive and thorough train- 
ing 

3. Careful appraisal and prompt pro- 
motion 


Let me briefly discuss each one of them. 


RECRUITING 


Since 1919, when we first started our 
Business Training Program, we have hired 
around 4400 college and university gradu- 
ates for financial work. Each year, we visit 
about 115 to 120 colleges and universities 
and interview around 3000 of their top 
graduates in business administration, ac- 
counting or liberal arts. From this group, 
we eventually hire approximately 200 to 
250 men. The technique of recruiting is a 
subject on which we could spend many 
hours, but I will keep my comments brief 
by stating that the prime objective is se- 
lectivity. We are not too concerned over 
academic courses and our training pro- 
gram has men working side by side who 
have majored in history, languages, math- 
ematics, and engineering, as well as ac- 
counting, finance, or business administra- 
tion. In general, our aim is to make our 
selection from the top 10% of the gradu- 
ating class—not necessarily the top 10% 
from the standpoint of arithmetical grades 
—but from a balanced review of scholastic 
ability, extracurricular activities, person- 
ality, social adaptability, and leadership. 

To accomplish this we have able, pro- 
fessional recruiters with long established, 
cordial relationships with the colleges— 
but we also expand their knowledge and 
effectiveness by enlisting the aid of many 
alumni of these same institutions who 
have advanced to positions of responsi- 
bility in General Electric. Throughout the 
year they maintain contact with their re- 
spective schools and participate with our 
professional recruiters in campus inter- 
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views. Through their more intimate 
acquaintanceship with the placement ofh- 
cials and faculty of their alma maters, we 
help to lay the groundwork for intelligent 
selection. At the same time the presence of 
an interested, successful graduate, who has 
found a rewarding career in General Elec- 
tric, is of far more value than all the four- 
color, glossy paper, recruiting literature 
ever printed. . 

Since the appraisal of the potential abil- 
ity of people is anything but an exact sci- 
ence, 1 would not pretend that we are al- 
ways successful. At the same time, we be- 
lieve our standards must be high if we are 
to achieve any measure of success. For this 
reason, in our recruiting, we would like 
to see a potential comptroller, treasurer or 
manager-finance of a Product Department 
in each of our men, rather than hoping 
that the law of averages will somehow 
produce them. 


TRAINING 

In General Electric, we have a dual ap- 
proach to financial training. The first, and 
most important, is on-the-job training. We 
have heartily subscribed to the philosophy 
that people learn best by doing and that 
there is no adequate substitute for this 
fundamental method of developing ad- 
ministrative skills. All our recruits are as- 
signed at the outset to specific jobs, even 
though many of them may be somewhat 
derical in nature. Within practical limits, 
they are rotated among various assign- 
ments to provide diversity of job experi- 
ence and to reward good performance 
with increased opportunity and responsi- 
bility. From this approach, we feel that 
the man accomplishes the following: 


1. He learns to work. 

2. He learns the fundamentals of a 
business. 

3. He learns the primary functions of 
financial work and gains an appreciation 
of their significance and potential contri- 
bution. 

4. He learns the importance and sig- 
nificance of good administration, first as a 
worker, and secondly, as a supervisor. 


The second approach is a formal, scho- 
lastic program. We offer each man the op- 
portunity of attending classes two hours 
each week on his own time after work. 
The courses are taught by a faculty com- 
posed of our best financial people, using 
the latest materials and teaching methods. 
A basic university pattern is followed with 
homework, quizzes, mid-term and final 
examinations. The student receives grades 
on all quizzes and examinations and a final 
course grade. 

Classes are conducted over two semes- 
ters in each calendar year, each semester 
consisting of approximately 14 sessions of 
two hours each. Classes cover all the pri- 
mary functions of financial work and, for 
the average college graduate, require three 





























































years to complete. Our objectives in this 
formal training program are essentially 
these: 


1. Since many of our recruits have only 
liberal arts training, they can acquire the 
equivalent of basic college courses in ac- 
counting and financial work. 

2. They gain a fundamental apprecia- 
tion of accounting principles and practices 
as applied in General Electric. 

3. To a large extent, the classwork par- 
allels their on-the-job experiences. 

4, Of paramount importance, they are 
getting an early and significant start in the 
process of self-development whereby, with 
added effort and application of their own 
abilities, they can progress faster and pre- 








EXECUTIVE DEVELOPMENT 
will be a featured subject at the 
25th Annual National Conference of 
Controllers Institute, September 30- 
October 3, 1956 at the Waldorf-As- 
toria Hotel in New York.—The Editors 


pare themselves to take on increasingly 
important job assignments. 


In this current semester, we are offering 
the Business Training Course in 11 train- 
ing centers to 641 students with a faculty 
of 81 instructors. In passing, please note 
that this is an average of only eight stu- 
dents for each instructor. We believe in 
the seminar approach with small discus- 
sion groups and the opportunity for per- 
sonal participation by each student. 


POSTGRADUATE TRAINING 


At the conclusion of this three-year 
basic training course, the formal classwork 
training period is ended, and the men are 
then placed in responsible supervisor po- 
sitions. Some of the very top men, with 
proven ability, are assigned to our travel- 
ing auditing staff for a period of from 
one to four years. While the Auditing De- 
partment’s primary responsibility is one of 
conducting a professional, company-wide 





audit program, we have found from ex- 
perience that the quality of our auditing 
work is enhanced by bringing in young 
men with outstanding capabilities—with 
their enthusiasm, fresh viewpoints and de- 
sire to progress. At the same time, it is a 
most valuable adjunct to our training pro- 
gram and provides a postgraduate course 
in on-the-job training. Here, they have the 
opportunity to broaden their experience, 
develop initiative, obtain maturity, and se- 
cure a wide perspective of the company 
and its operations. 

We are now adding Advanced Finan- 
cial Seminars to provide intensive train- 
ing to our top people in specific areas of 
our function. Through this, we hope to 
develop greater competence in our work 
and to provide an intermediate training 
step between our basic training program - 
and the management training program of 
General Electric. 


PROMOTION 

Here again is a very large subject but if 
I can sum up promotion, appraisal, evalua- 
tion, and placement in a few words, I 
would say—there is no substitute for 
knowing your people. If we are going to 
contribute to the development of people, 
the necessity of an accurate human inven- 
tory is far more important than our annual 
inventory of physical assets. And even 
more than with physical assets, the status 
of the human resources inventory is dy- 
namic—never static. Too often we find 
the tendency to appraise an individual in 
terms of how we knew him years ago. If 
our training and development programs 
are really effective, the man we knew five 
or ten years ago may be an entirely dif- 
ferent man today. Our inventory and ap- 
praisal work must constantly be kept up 
to date, not only through current ap- 
praisals, but by maintaining a careful rec- 
ord of the individual’s progress through- 
out his entire business career. 

We have maintained complete records 
of our business training recruits and key 
financial people in a central location since 
1919, and we have always been able to 
find the right man for the right job. Our 
current financial manpower inventory con- 
tains over 3660 names of key financial 
people, of which over 2500 are graduates 
of our Business Training Program. How- 
ever, for those in charge of training and 
placement, the best and latest scientific 
records will never be an effective substi- 
tute for either personal acquaintance or 
the appraisal of another personal acquaint- 
ance whose judgment is sound. And par- 
enthetically, I would also like to remark 
that it is equally important that the ap- 
praisers be carefully selected. I think you 
will all agree that some people are good 
judges of other people and some are not. 


(Continued on page 280) 
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Doing Business Abroad 


Paul F. Swantee 


OING BUSINESS in a foreign country in 
D the form of a subsidiary incorporated 
in such foreign country has advantages, 
but also has pitfalls. 

I believe that the largest foreign in- 
vestments owned by United States cor- 
porations today are in raw material pro- 
duction and in sales agencies for the 
maintenance and development of foreign 
markets for products, rather than in the 
actual manufacture of finished products, 
although the trend is in that direction. My 
experience abroad has been largely with 
manufacturing enterprises as that is In- 
ternational Telephone and Telegraph Cor- 
poration’s main activity in foreign coun- 
tries, outside of the communications 
business. 

I might say that we have not found it a 
simple matter by any means to become es- 
tablished in the various foreign countries, 
and generally the returns over the years 
have not been commensurate with the 
unusual risks encountered, although many 
of-our companies have been doing, quite 
well in recent years. Some of the risks to 
which I refer are the problems involved 
in the transfer of funds, devaluation of 
currencies, wars, expropriations, trade bar- 
riers and taxation practices. 

There are a number of peculiarities in- 
volved in the various countries in forming 
corporations, but this matter is one for 
legal counsel and I shall avoid any dis- 
cussion of them. I might just mention, 
however, that we have found none of 
them insurmountable. 


Some of the advantages of incorporat- 
ing a business in the local country I would 
say are the following: 


1. The business becomes established more 
as a local entity to be recognized and 
treated as a local enterprise. 

2. Earnings are taxed in the United States 
only when dividends are received. 

3. There may be possibilities of local 
financing— 

a. Equity capital; there may be reasons 
for bringing local capital into the 
enterprise 

b. Mortgage bonds or debentures 

c. Bank borrowings—they can be pro- 
tection against devaluation of local 
currency. 


ESTABLISHING A FOREIGN BUSINESS 


The method of doing business in for- 
eign countries involves a great deal more 
than the matter of whether to incorporate 
locally or not. To establish a successful 
manufacturing operation in most foreign 
countries is a major undertaking and the 
approach is somewhat different in almost 
every country. There is also a big differ- 
ence as between developed and underde- 
veloped countries. 

First of all, no business is better than 
its management and personnel. So there is 
the matter of selecting a managing direc- 
tor. He usually has to be from the parent 
corporation, at least at the start, and he 
should know, or quickly learn, the lan- 
guage of the country. Then he must have 




















PAUL F. SWANTEE, comptroller of International Telephone 
and Telegraph Corporation, New York, is directly concerned 
with the foreign business, monetary and tax problems of 
companies operating in nearly every country of the free 
world. He joined IT&T in 1943 after an extensive career 
in accounting and finance. He is a CPA (Mass.—since 1923; 
Mo.—since 1933) and a member of AIA, NACA and AAA. 
This article is adapted from a talk given before the Interna- 
tional Operations Committee of the New York City Control 
of Controllers Institute of which Mr. Swantee is a member. 
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experienced assistants, either from the 
parent corporation or employed locally. 
It is a good policy to train native person- 
nel for key positions as soon as possible, 
as they are more likely to better under. 
stand the problems of doing business in 
the country than foreigners. On the other 
hand, in many countries, technical and 
skilled personnel are scarce. 

Labor laws are quite severe in many 
countries. In some countries it is almost 
impossible, or extremely expensive, to lay 
off employes. Also, what might have 
looked like much lower labor costs in a 
country may turn out completely different 
when the so-called social law charges are 
added. In one country we are required to 
pay four bonuses during the year each 
equal to one month’s salary or wages. In 
several of our companies, the reserves for 
retirement pay and pensions exceed the 
capital and surplus of the company. 

In other cases, government pension 
plans are considerably more liberal than 
our already liberal pension and benefit 
plans. 

In a number of countries, the influence 
of labor has increased to the point that 
labor representatives by law may attend 
meetings of the Board of Directors al- 
though their official participation is gen- 
erally limited to employe welfare prob- 
lems. Their sphere of activity may, how- 
ever, broaden in the future and in a few 
cases labor is actually represented on the 
Board. 

The matter of power and other utilities 
is frequently a major problem. In a num- 
ber of our factories abroad, we have had 
to establish our own supplementary Diesel 
power plants. In many countries, telephone 
facilities are so limited that it takes years 
to obtain service after applications have 
been filed. In other countries, water 1s 
short and rationed. 

The availability of foreign exchange 
for the import of raw material and com- 
ponents is a serious problem in many 
countries at different times. 

The solidity of the currency of a coun- 
try is an important consideration. Large 
losses can be incurred by currency devalua- 
tions. 

Then there is the little matter of taxes. 
As in our own country, the politicos keep 
changing the rates and the rules. They 
have income taxes, too, and their rules as 
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to deductible expenses are varied and 
often curious. 


RETURN ON INVESTMENT 

Of still greater importance, after the 
business has been established, you want 
some assurance that you will be able to 
have remitted to the parent in the United 
States the earnings from all the hard work 
and sweat. Based on the experience of the 
last 20 years this is a big gamble in many 
countries. net ee 

In various countries, a distinction is 
made as between capital invested with 
US. dollars and capital created through 
the reinvestment of net earnings, when it 
comes to obtaining exchange for the re- 
mittance of dividends. It is therefore wise 
generally to declare and transfer max- 
imum dividends and then, when and if 
greater capital is needed in the business, 
to remit it from the United States. 

Socialistic tendencies in certain countries 
have resulted in regulations restricting the 
amount of dividends which may be de- 
cared and remitted. There are also re- 
quirements calling for establishment of 
reserves out of profits, which reserves are 
greatly restricted and can only be used to 
offset future losses or in liquidation. Like- 
wise, as part of a partially controlled 
economy, restrictions as to the amount of 
plant expansion have been established on 
occasion. 


INSURANCE FOR 
AMERICAN INVESTMENTS 

Maybe this is a good place to point out 
that the U.S. Government, via the Foreign 
Operations Administration (FOA), offers 
insurance for new American investments 
in a number of countries, under the In- 
vestment Guaranty Program, to cover the 
following: 


1. Inability to convert foreign currency 
receipts into dollars, called Convertibility 
Insurance, 

2. Loss through expropriation or con- 
fiscation called Expropriation Insurance. 


An investment to be eligible for insur- 
ance must be approved by the FOA as fur- 
thering the Mutual Security Program, and 
also must have the approval of the foreign 
government concerned. Investments which 
hold promise of developing economically 
beneficial production or trade, or of con- 
tributing to mutual defense objectives, 
will qualify for the approval of FOA. 
However, it is the responsibility of the in- 
vestor to present to the foreign govern- 
ment the plan and details of its invest- 
ment, to fulfill the foreign government's 
fequirements regarding the investment, 
and to request it to express to the FOA 
Mission or American Embassy its approval 
of the project for insurance purposes. 

Briefly stated, Convertibility Insurance 
has the following features: 





1. It is an insurance contract between 
the U.S. Government and the investor for 
a maximum of 20 years. 

2. It covers the risk of inability to con- 
vert both transfers of earnings and repa- 
triation of capital into dollars. 

3. It does not insure the investor against 
loss from devaluation or depreciation of 
the local currency involved. 

4, This insurance costs Y% of 1% per 
year of the face amount of the contract, 
payable annually in advance. 

5. Ordinarily, the maximum protection 
for an equity investment is an amount 
equal to 200% of the dollar amount of the 
new investment, although variations in the 
amount and duration of protection can 
be worked out. 


In brief, Expropriation Insurance has 
the following features: 


1. It, too, is an insurance contract be- 
tween the U.S. Government and the in- 
vestor for a maximum of 20 years. 

2. It covers the risk of confiscation ot 
expropriation by the foreign government 
concerned. In equity investments, expro- 
priation will be deemed to have occurred 
if, for a period of one year, the foreign 
government prevents the exercise of sub- 
stantial control over the investment prop- 
erty. 

3. In the case of equity investments, 
protection may be obtained for the orig- 
inal investment, plus reasonable estimates 
of amounts of future earnings to be left 
in the business. 

4. This insurance usually costs a further 
Y, of 1% per year of the total dollar 
amount of protection. 


Among thecompanies that have utilized 
this insurance protection are Firestone 
Tire and Rubber Co., Standard Oil Com- 
pany of New Jersey, Singer Manufactur- 
ing Co., Ford Motor Co., Otis Elevator 
Co. and Minneapolis-Honeywell Regula- 
tor Co. 


U.S. TAXES ON FOREIGN INCOME 
And just a word about U.S. taxes on 
foreign income. The bugaboo of double 
taxation is always with us and is one of 
our biggest problems. The foreign tax 
credit provisions of the U.S. income tax 





law, and the various treaties for the avoid- 
ance of double taxation, are of the utmost 
importance to any corporation doing busi- 
ness abroad. It is hoped that improve- 
ments in the foreign tax credit provisions, 
such as an election to use either the over- 
all or the per country limitation factors, 
are forthcoming, as well as extensions of 
the tax treaties to other countries, par- 
ticularly in Latin America. 

It is the declared intention of our Gov- 
ernment to encourage further investments 
abroad. To offset some of the hazards pre- 
viously indicated, I believe that further 
U.S. income tax relief is warranted, and 
should be extended to the income derived 
from doing business in foreign countries. 
This could be accomplished by means of 
the 14% differential recently proposed 
for enactment in the new federal income 
tax law. There is a school of thought that 
all foreign income should be exempt from 
U.S. income taxes but I think it would 
be preferable to work along the lines of a 
partial exemption, at least at this time. 

In this connection, the comments made 
by Dean Warren of the Columbia Law 
School in an address delivered before the 
National Foreign Trade Council are of 
interest. I believe his points were well 
taken when he warned of the political 
dangers of total exemption from U.S. in- 
come tax on income from foreign sources. 
He pointed out that every so often Con- 
gressmen start a movement to crack down 
on foreign income, and at such times 
complete exemption could provide a wide- 
open target. The result could be more 
onerous taxation of foreign income than 
we now experience. I am inclined to the 
view that half a loaf is better than none. 

* * * 


RELATED READING: ‘Foreign. Investment 
and Taxation” by E. K. Barlow and Ira T. 
Wender (Prentice-Hall, Inc., New York) 
reviewed in the October 1956 issue of 
THE CONTROLLER; ‘Foreign Operations 
and the Controller’—a four-section arti- 
cle: Business Operations Abroad—Wil- 
liam S. Swingle; Foreign Branch Plants 
vs. Subsidiaries—J. O. Waymire; Invest- 
ment Experience in Canada—Joseph B. 
Lanterman; Problems of a Western Hem- 
is phere Trade Corporation—B. A. Olerich 
—THE CONTROLLER, June 1954. 








SHOE IS ON OTHER FOOT 


T. Coleman Andrews, former Commissioner of Internal 
Revenue, says that federal income taxes should be abolished 
because America is in the death grip of taxation. Mr. An- 
drews intends to give suggestions as to how money for run- 
ning the Government may be raised without taxes. 
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Unions Get Open Books 

The Supreme Court has decided, 6-3, that a company 
which claims it cannot afford a wage increase must in some 
cases comply with union demands and furnish financial data. 
The decision upheld an NLRB ruling which had later been 
revised by a U.S. Court of Appeals. The Supreme Court 
decision declared, however, that unions are not entitled to 
see a company’s books every time an employer claims in- 
ability to raise wages. “Each case,” said the Court, “must 
turn on its particular facts.” 


Profit-Sharing Costs 

The Comptroller General of the United States has issued 
an interpretation of the Armed Services Procurement Regu- 
lations to the effect that payments to deferred profit-sharing 
plans, approved by IRS, are reimbursable costs under gov- 
ernment contracts. Contributions to qualified pension and 
retirement trusts have been allowable, but no previous rul- 
ing has been issued regarding payment to deferred profit- 
sharing plans. 


Fund-Raising Tours 

Homes and gardens having historical interest are exempt 
from the federal admissions tax. However, a tour of homes 
and gardens noted mainly for attractiveness and landscap- 
ing is not tax free even though the receipts may be for a 
civic beautification program. 


Delivery of Salary Checks 

Mere delivery of a salary check to a corporate officer and 
crediting the amount to his salary account on the corpora- 
tion’s books pursuant to agreement requiring him to hold 
the check until the corporation’s cash position permitted 
presentment does not result in taxable income in the year the 
check was received but not cashed. 


Big Game Hunting Can Be Advertising Expense 

The U.S. Tax Court ruled that Sanitary Farms Dairy, Inc. 
could deduct the cost of sending its president and wife on a 
safari to the African veldt. The Court notes that long before 
the trek the hunters entertained and dined present and pro- 
spective customers at the dairy, at company expense, as part 
of an advertising program. 
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Retirement Credit Income 

In computing the $1,200 limitation on retirement income 
for purposes of the credit, a pension is not to be excluded 
merely because it is received as a gift. 


Honest Numbers Operators 

The IRS lost a battle with two partners engaged in the 
illegal numbers business in Atlantic City, N. J., when it 
tried to prove that the two partners had understated their 
income for the years 1947-1951. IRS had arbitrarily set the 
winning percentage at 28 per cent but the tax court held 
that the partners’ returns were correct. Complete records 
compiled by an independent accountant were a major factor 
in the decision. 


Pension Trusts Not Charitable 

According to Rev. Rule 56-138, a trust organized pti- 
marily to pay pensions to retired employes, and to provide 
incidental benefits to employes or their beneficiaries in times 
of need, is not exempt as a charitable organization. 


1952 Corporate Income 

IRS has released a comprehensive report on financial 
characteristics of U.S. corporations, derived from income tax 
returns for 1952. The report “Statistics of Income for 1952, 
Part II,’”” provides many financial items relating to corporate 
annual income statements and end-of-year sheets covering as 
many as 65 industries. The publication may be purchased for 
$1.25 per copy from the Superintendent of Documents, 
Government Printing Office, Washington 25, D. C. The 
total number of corporation income tax returns in 1952, was 
705,500. About one half of all operating corporations te- 
ported net incomes of less than $5,000 in 1952. Corporations 
with net incomes of $100,000 or more numbered 28,000; 
these included 500 corporations with net incomes over $10 
million. Reported corporate income tax liabilities in 1952 
amount to $17.6 billion, $2 billion less than was recorded 


in 1951. 


Travel Expenses 

Automobile expenses incurred by an employe in commut- 
ing between his home and his place of work are nondeduct- 
ible personal expenses, even though the automobile is also 
used to transport his work tools. 


How Small Is Small Business? 

The Senate has passed a bill adding $35 million to the 
Small Business Administration’s lending authority, increas- 
ing the total to $210 million and removing a $25 million 
ceiling on disaster loans. The House had previously passed 
a different measure providing for an increase of $275 million 
in SBA’s total lending power and a boost to $125 million for 
disaster loans. Both measures are designed to give SBA more 
leeway to meet the demand for disaster loans. 

—BENJAMIN R. MAKELA 
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APPLYING RECORDAK MICROFILMING TO BUSINESS ROUTINES—NO. 12 IN A SERIES 





Recordak Microfilming makes possible a 
unique billing short cut . . . saves $3,000 per 
year for The Sinton Dairy Company, Colorado 
Springs, Colorado. 


Every time the milkman stops at your house he lists your 
y | you ) 
purchases on a route sheet made out in your name. End of 
the month the whole story’s there. 


“How,” asked Sinton Dairy, ‘“‘can we eliminate tran- 
scribing the information on our route sheets to customer 
statements?” The local Recordak Systems Man suggested 
a short cut so simple it was almost startling. 


“Microfilm your route sheets ... then send these very same 
sheets out as bills.?? 


Result: The Sinton Dairy saves $250 per month in billing 





**Recordak” 
is a trade-mark 


The dairy that stopped 
making out bills 


RECORDAK CORPORATION (Subsidiary of Eastman Kodak Company) 
415 Madison Avenue, New York 17, N. Y. 
Gentlemen: Please send free copy of ‘Short Cuts That Save Millions,” 





costs; gets bills out ten days faster; ends transcription 
errors; gives customers a statement that answers questions 
in advance; saves 98% in filing space; speeds reference... 
has a film record that’s complete, compact, authentic. 


FREE... Valuable New Booklet 


**Short Cuts That Save Millions” shows typical examples of how 
over 100 different types of business—thousands of concerns—cut 
record-keeping costs with Recordak Microfilming. Chances are 
you'll find some profitable ideas for your own business—no mat- 
ter what its type or size. Just mail the coupon . . . no obligation 
whatsoever! Recordak Corporation (Subsidiary of Eastman Kodak 
Company), 415 Madison Avenue, New York 17, N. Y. 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming— 
and its application to accounting routines 
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New Recordak Reliant does the job of 3 micro- ' 
ers. Saves film... is easier to operate Street City State 








Inventory Warehouse Control 


Excerpts from remarks before the American Management Association’ s 
Second Annual Electronics Conference and Exhibit, New Y ork, February 
27-29, 1956 by Ralph M. Gilmore, ]r., Chrysler Corporation, Detroit. 


Tr PARTS DIVISION of Chrysler Corpora- 
tion, frequently referred to as MoPar, 
has its central office in Centerline, Michi- 
gan just a few miles north of Detroit. Mo- 
Par is responsible for the purchase, ware- 
housing, distribution, and sale of all 
Chrysler service parts and accessories; in 
carrying out this responsibility the division 
must worry about a numbering in excess 
of 80,000 items. Some of these are trim 
items and are fabricated only to order, but 
stockable items number in the neighbor- 
hood of 70,000 and it is with these that 
our EDPM must concern itself. To handle 
this responsibility MoPar operates seven 
warehouses. 

Inventory is, and long has been, the 
Central Office function. In the main, one 
department, which we shall call the Ma- 
terial Control Department, is responsible 
for the inventory. 

The principal machine run has for its 
input the stock ledger out of yesterday’s 
run, today’s sales, today’s miscellaneous 


transactions, and the back-order summary 
from yesterday's run. The sales and the 
miscellaneous transaction have been sorted 
previously to part number sequence; the 
sales we sort on the EDPM since they are 
available in tape form out of the billing 
operation, and the miscellaneous transac- 
tions we sort on tabulating equipment. 

As output of the run we have the up- 
dated stock ledger, the up-dated customer 
shortage summary, and a tape containing 
reporting information on part numbers re- 
quiring further review and attention. Be- 
fore printing this last report tape, it must 
be sorted to group number and the infor- 
mation assembled in proper format for 
printing. This is done in the next EDPM 
operation. From this results three tapes 
which in turn are used in auxiliary opera- 
tions to produce three types of reports. Not 
all 70,000 items are active in any one day; 
in fact some are not even active once in a 
month. So it is appropriate that we split 
the file. The low activity portion of the 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


For, Bacon & Davis 
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39 BROADWAY, NEW YORK 6, N. Y. 
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file is processed only once a month. Fol- 
lowing the monthly run on the low activity 
items, then, it is necessary to combine 
these two portions of the file in one ma- 
chine run in order to allow the machine to 
readjust the split between low and high 
activity items. The split, as readjusted in 
that monthly run, then holds for the fol- 
lowing month. 


PROCUREMENT 


For the procurement function, we can 
mention one significant departure from the 
old method of operation even before con- 
sidering any of the printed output. Upon 
finding a part number in some kind of 
trouble, the machine issues a stock status 
report. This report is rather specific in its 
diagnosis. Now the procurement clerk is 
able to fill out a requisition in its com- 
plete form without recourse to other de- 
partments for additional information— 
obviously an improvement over the former 
set-up, providing a significant improve- 
ment in the timing on these requisitions 
and also providing some reduction of 
clerical handling. 

A functional code is assigned to every 
part released for service. Thus, two parts 
having the same function will carry the 
same part type code. Now that we are pre- 
paring report information on magnetic 
tape from a basic record which contains 
this functional code, we can easily sort 
the reports before going to printed copy 
and thus facilitate the reorganization of 
the material control department. 

In the body of the report we have one 
line of information for each warehouse 
stocking the part, and one line for a na- 
tional summary. Running quickly across 
the report from left to right we have: on- 
order, in-transit and on-hand figures, 
sales history, back-order figures, current 
total availability, and the re-order level 
per plant and nationally, whether machine 
computed or otherwise. In these few lines 
of printed figures on this one sheet of pa- 
per there is presented to the procurement 
clerk all the status information which he 
formerly acquired through a tedious com- 
pilation of figures from several machine- 
posted and pencil-posted 11” x 13” stock 
ledger cards. Not only that, but this in- 
formation is within a couple of days of 
the actual event, instead of one to three 
months. 

One line of information provides a 
breakdown of the sales figures according 
to type of sale. This breakdown tends to 
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Here's a figure 
to make you look up! 


Is your company losing out on overseas sales BECAUSE 
ITS PAYING $640 PER TON FOR OCEAN FREIGHT 
QUOTED AT $80 PER TON? 

Unless your product takes up a space smaller than your 

desk (5x 3x 3) YOUR COMPANY MAY BE PAYING 7 

or 8 TIMES THE QUOTED PER TON RATE. You are 
paying the volume rate (in more ways than one! ) : 








Many a controller is calling this to his firm’s attention . . . knowing how excessive 
transportation costs penalize overseas branches . . . how they adversely affect 

consignee’s . . . how they lower sales. 
Learn how your firm can sell more abroad . . . learn how and when AIR 


IS OFTEN CHEAPER THAN OCEAN. Send for “Water on the Brain,” 
AEI’s folder on comparative costs . . . showing how ON JUST ONE 
SHIPMENT air movement SAVES 9 DAYS’ DELIVERY TIME 

... AND $2,306.46! Send for it... TODAY! 


lili iil ie eee =, 


g Air Express International Corp. 
Service . . . overnight to Europe! 


| 
90 Broad St., New York 4, N. Y. | 
Gentlemen: | 
Send me the following — l 
[_] ‘Water on the Brain” Folder l 
[_] Golden Rocket Folder | 
[_] Other FREE Literature | 
Name Position | 
Firm Name ] 
Address | 
City Zone State | 

1 


INTERNATIONAL CORP. 


90 Broad St., New York 4, N.Y. « BOwling Green 9-0200 














the world’s first AIR EXPRESS INTERNATIONAL NETWORK — 
not affiliated with any other air express company 











Inventory Warehouse Control 


(Continued from page 274) 


segregate those sales which are unusual 
large quantity sales, that is, those sales 
that would normally not be considered as 
a part of normal customer demand. With 
this information the procurement clerk is 
better able to judge sales trends, and thus 
make better decisions in his determination 
of purchase quantities. 


SCRAPPING 

Proper scrapping of excess material is, 
of course, an important part of keeping 
operating costs at a minimum. Formerly 
scrap analysis was intended to be a con- 


tinuing operation—as a practical matter 
though, it was only accomplished through 
occasional management emphasis resulting 
in all-out scrap programs on those occa- 
sions. That situation is relieved by the 
regular monthly review of all parts by the 
EDPM. As you might expect, the machine 
scrap analysis is at this date only a first 
rough cut at the problem. Using a formula 
involving the model year application, sales 
history, and quantity-on-hand figures, the 
machine selects from the total line those 
few part numbers which, upon further 
human analysis, might be subject to scrap- 








The arithmetic of buying a calculator... 


Suppose two makes of calculators sell 
for about the same price. What deter- 
mines the real cost? Is it the price tag 
... Or is it the time-saving operating 
advantages and extra years of efficient 
service that one calculator will deliver 
over the other? 

Why does a Marchant calculator keep 
on delivering smooth, quiet service year 
in and year out over a longer lifetime? 
The answer ...a mechanism exclusive 
with Marchant. Instead of the conven- 
tional metal-on-metal, stop-start drive, 
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a train of quietly-revolving, constantly- 
meshed proportional gears rotates the 
continuously-flowing dials of a Marchant. 
And at a speed up to twice the highest 
speed attainable by other calculators! 

Call in the local MARCHANT MAN. 
He can show you the profitable arith- 
metic of buying the calculator with the 
longer life that holds down your capital 
investment... the calculator that offers 
exclusive operating advantages of great 
importance to the efficient and econom- 
ical operation of your business. 


MARCHANT CALCULATORS, inc.. oaktano 8, catiroRrNia 


ping. The human analysis requires knowl- 
edge of our customer servicing policies 
current availability of this particular ont 
the cost of retooling for subsequent buys, 
available warehouse space, and a few other 
items. 


FOLLOW-UP PROCEDURES 


The follow-up man is not concerned 
with a part number unless, and until 
there is an order placed for that number 
with a vendor. Whether there is one back 
order or a hundred, the follow-up man 
cannot persuade a vendor to hurry up his 
supply of material unless he has a firm 
purchase order to talk about. Conse. 
quently, in analyzing a part number record 
for follow-up action the machine first asks 
itself one overriding question: Is there an 
open order on this item? If there is an 
open order, the machine then proceeds to 
an inspection of the material on hand na- 
tionally and at each warehouse. As the 
quantity on hand falls below the re-order 
level, which is considered a safe level, the 
system issues the same stock-status report 
at two successively more dangerous points. 
The natural action for the follow-up man 
upon receiving a report for this reason is 
to contact the vendor and advance the 
established schedule of delivery. The fact 
that we give the follow-up man a complete 
stock-status picture enables him to better 
judge the importance of such expediting 
action and the degree to which it should 
go. In effect then, we are anticipating bad 
situations and allowing the follow-up man 
to act in time to prevent back orders, in- 
stead of acting in a more frenzied fashion 
after such back orders occur. 

Should the situation get so far out of 
hand that back orders actually occur the 
system provides the follow-up man with 
an additional report which prompts him to 
further expediting action. This customer 
shortage report is issued on a daily basis 
and gives the follow-up man a list of all 
part numbers going on back order for the 
first time that particular day. The fol- 
low-up man is given information as to 
which vendor is concerned, what the 
proper base area stocking point is, and a 
complete backorder situation for all plants. 


DISTRIBUTION OF 
INCOMING MATERIAL 

The third report issued daily by the 
EDPM system provides direct assistance 
in the handling of the third element of 
inventory control, that is distribution of 
incoming material. As mentioned earlier 
most of our parts are supplied by manufac- 
turers in the Detroit area. In an attempt 
to economize on transportation costs, the 
division normally has the vendor ship his 
material into the Centerline warehouse 
where the material is then re-grouped into 
carload lots and sent out to the other ware- 
houses in accordance with their requite- 
ments. This was formerly handled through 
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the preparation of shipping paper far in 
advance of the receipt of material and 
based on records which themselves were 
far out of date. The distribution report 
enables the division to correct that situa- 
tion and prepare shipping paper as the 
material comes in and based on current 
requirements. 

For each Detroit plant the report shows 
the quantity of material on hand, on or- 
der for that plant, in transit to that plant 
from another plant, dispatched to that 
lant from another but not yet actually in 
transit, and the reorder level for that 
lant. Below that is shown a similar status 
picture for the four outlying plants. This 
report is given to our distribution group 
covering all part numbers on which we 
may receive shipment on this particular 
day. 

Bose being notified of incoming ma- 
terial by the receiving department, the 
distribution clerk will immediately go to 
the report on the part number concerned 
and will inspect the back-order fields to 
determine how much of the received ma- 
terial should be reserved for immediate 
release of back orders. Having made his 
decision as to the quantity to cover De- 
troit area back orders, the distribution 
detk next proceeds to a review of the 
status at each of the outlying plants in or- 
der to determine how the incoming ship- 
ment should best be allocated to service 
the needs of those geographical areas. 


FUTURE USES OF EDPM 

I should like to spend just a moment or 
two on the improvements which we think 
ate possible in this one application of 
inventory control. Certain portions of the 
procurement and distribution paper now 
prepared manually as a result of human 
decision appear to be susceptible to ex- 
plicit description and thus to machine 
programming and preparation. I am think- 
ing particularly of two types of paper— 
one is a certain type of requisitioning 
paper which we call “‘superseding tre- 
leases.” This type of requisitioning paper 
is normally applied to current model 
parts undergoing continuing and frequent 
procurement. Since this material is readily 
available from the vendor and is fairly pre- 
dictable as to sales, it seems feasible to 
ptepare such releases directly from the 
EDPM. We shall give this some atten- 
tion in the near future and if successful 
will materially reduce the clerical activity 
in the requisitioning process. 

The other type is emergency interplant 
shipping paper. This is normally prepared 
when one plant is in a low stocking con- 
dition and there is no material on order 
for either that plant or a Detroit area cen- 
tral forwarding plant. In such a situation 
tt is normal to prepare an “‘interplant 
transfer” to bring that particular plant 
back up to its normal stocking level. Since 
the normal stocking level is carried in the 
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tape records here again it seems feasible 
to prepare such transfers directly from 
the system. 

A third area for future study and one 
which is by far more important and more 
of a large-scale problem than either of 
the other two is that of an over-all analy- 
sis of our inventory levels and procure- 
ment policies. This is the type of analysis 
which involves monetary evaluation of 
back orders in order to establish proper 
safety levels; the balancing of procure- 
ment costs against holding costs in order 
to determine economic purchase quanti- 
ties; analysis of the importance of seg- 
ments of the inventory in order to allo- 
cate on a more economic basis the degree 
of control emphasis to be applied to each 
segment. As you know, the end result of 


How to EXPLORE 
PUNCHED-CARD 


METHODS 


Without Capital Investment 


this type of analysis might very well be 
complete formulistic control, at least of 
certain segments of the inventory. Natu- 
rally, in an analysis of this type the data- 
handling capabilities of the EDPM sys- 
tem will be of very great assistance both 
in establishing correct formulas, evaluat- 
ing the proposed use of such formulas on 
a historical basis, and in the implementa- 
tion of the formulistic control. 
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BOSTON 6 CHURCH STREET ATLANTA 
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If you are seriously thinking 
about installing punched-card 
equipment to get the speed and 
economy of automatic methods 
in your office, here’s a way to 
save time, trouble and money. 

Before you make any major 
investment, let STATISTICAL help 
you ‘“‘guinea-pig’’ the proposed 
operations. Working with a 
“pilot” set-up of your contem- 
plated installation, we can 
quickly help you arrive at the 
most practical answer for your 
needs. A preliminary exploration 
can serve to (1) confirm your 


sc 





initial thinking so you can pro- 
ceed with the installation; (2) 
prove that the work can be han- 
dled more economically through 
STATISTICAL; or (3) show that 
the job should be done manually. 

Remember, it’s easier and 
cheaper to discontinue an out- 
side service than to scrap your 
own installation. 

That’s why it’s a sound invest- 
ment to talk it over with sTATIS- 
TICAL and get a factual appraisal 
of anticipated costs. Just. phone 
our nearest office. 


STATISTICAL TABULATING COMPANY 


Established 1933 * Michael R. Notaro, President 
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Accounting Problems in 
Measuring Performance by Organizational Units 


M. K. Evans 


ECENTRALIZATION of management 

means, basically, the delegation of 
the profit responsibility of the chief ex- 
ecutive. It implies granting to subordi- 
nates full responsibility for and authority 
over all functions which bear on current 
and future profits. 

The logical vehicle for such decentral- 
ization is the product line. It results in a 
divisional or product department organ- 
ization, each with a general manager re- 
sponsible for product design, manufacture 
and distribution. The first logical step in 
the process is the establishment of divi- 
sions, embracing broad product lines or 
groups of products having similar char- 
acteristics in each of the key functional 
areas of sales, engineering and manufac- 
ture. The second step is the formation of 
product departments within divisions. 

But decentralization need not stop at 
the product department level. Although 
decentralization of profit responsibility 
usually is not practical below this level, 


responsibility for planning and control- 
ling cost and expense can be delegated. 
This involves the establishment of ex- 
pense control centers below the level 
of department managers, making first line 
supervision responsible for planning and 
controlling the manpower, salaries and 
Operating expenses for their own units. 
For example, in carrying out this process 
in our own company, we have found 
budget units containing as many as 700 
people, spending as much as $15 million 
per year, with responsibility for planning 
and control resting exclusively with the 
department manager. Our approach was to 
cut this large mass up into many smaller 
units, pushing responsibility for expense 
planning and control down to first line 
supervision. 

It is logical to ask, at this point, why 
decentralize ? The answer lies in bringing 
the profit motive closer to more manage- 
ment people. In enterprises organized 
functionally from the top, i.e., sales people 





surance. 


blanket policy contract. 





Savings of 
$24.839 ANNUALLY! 


Through practical loss prevention and rating advice we 
showed this Manufacturer how to overcome a substantial 
increase in premium on his $1,016,000 plant Fire In- 


There was also a non-recurring first-year saving of $3,966 
and 21 specific policies were reduced to one broad 


Controllers with special insurance problems may find 
our professional advisory service timely and helpful. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 








reporting to other sales people all the way 
to the top, and so on, the emphasis tends 
to be placed upon lenitinndt perfection 
rather than profit maximization. By set- 
ting up smaller profit centers, profit re- 
sponsibility and functional responsibility 
are brought into closer relationship all 
down the line, so that the profit implica- 
tions of functional perfection are more 
readily apparent. Furthermore, the pin- 
pointing of action to improve profits is 
more practical and effective. 

Pushing responsibility for planning 
and controlling cost and expense as far 
down into the supervisory ranks as pos- 
sible has two distinct advantages: 


1. Functional services can be directly re- 
lated to the cost of providing the serv- 
ices. 

2. The size of the cost or expense unit is 
reduced and the relative amount of 
supervisory time available for planning 
and controlling expenses is increased. 


In the remainder of this discussion, I 
shall use the term ‘‘profit center’ to refer 
to divisions or product departments 
charged with over-all profit responsibility 
for a product line. I shall use the term 
“budget center” to refer to functional de- 
partments and subsections within the 
profit centers. 

Successful measurement and control of 
decentralized profit and cost units have 
three basic requirements : 


1. Careful definition of responsibility for 
planning and control of income and 
cost, matched with clear-cut authority. 

2. A sound system of standards against 
which to measure performance. 

3. A reporting system which promptly 
reveals actual results against standards 
in terms of assigned responsibility. 


Assignment of responsibility for profit 
or expense when the individual involved 
cannot, in fact, exercise control leads 
only to confusion and frustration. The 
principal causes of frustration in this re- 
gard are: 


1. Allocated charges to profit centers or 
budget centers from units outside the 
control of the manager or supervisor 
involved. : 

2. Costs and assets of feeder or service 
departments used jointly by two of 
more profit centers. 

3. Materials or parts transferred from 
one profit center to another. 
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The literature of the day is replete with 
learned discussions of the use of return 
on investment as a measure of perform- 
ance. I do not intend to compete with the 
scholars of the day by discussing the 
many problems of asset valuation and ac- 
curate determination of the proper basis 
for and size of return on asset require- 
ments. 

I would like to offer two conclusions of 
my own regarding the use of return on 
assets as a Measurement of performance: 


1. A standard rate of return cannot be 
applied uniformly to all profit units. 
Differences in age of assets, deprecia- 
tion policies, inventory valuation meth- 
ods, etc., make this impossible. 

. Although useful for appraisal of long- 
term performance, profit potentialities, 
and long-term planning, return on as- 
sets standards are not usable as meas- 
ures of short-term performance. 


bo 


It is my belief that we in the control 
profession fail to give adequate attention 
to the planning phase of business man- 
agement. We search for magic ratios of 
expense to sales, expense to direct costs, 
assets to sales, etc., and attempt to apply 
them to any and all situations as infallible 
guides to efficiency. Actually, they are 
worse than no guides at all. They assume 
that normal or average relationships 
should apply to any individual unit at any 
time. Such is almost never the case. 

The final problem area is that of de- 
signing a report system which strikes the 
proper balance between: 


1. Conserving the time of busy operating 
executives and 

2. Calling to their attention all the sig- 
nificant information upon which they 
can and should act. 


To accomplish this, the report structure 
should start with one or two key figures, 
such as operating profit or return on as- 
sets, then fan out in greater and greater 
detail to break down the components of 
the key figure. Such breakdown should 
follow lines of responsibility, reporting 
results to each executive in terms of the 
performance of those reporting to him. 
Each actual figure should be matched 
against the original profit plan for the 
period involved, so that performance is 
always judged in terms of the approved 
plan. 

In designing such a report structure, 
the accountant immediately encounters a 
fundamental conflict between the objec- 
tives noted above and traditional account- 
ing practice of classifying expense by 
type. Because profit department organiza- 
tions must differ due to size, emphasis, 
and personalities, we soon find that it 
becomes impossible to match our account- 
ing and report structure to each organiza- 
tion and still maintain a uniform classi- 
fication of expenses by type. The problem 
reaches its most severe state when the 
effort is made to consolidate data from 
several profit centers. 


—Excerpts of an address by M. K. EvANs, 
Budget Director, Westinghouse Electric Com- 
pany, Pittsburgh, before the Philadelphia Con- 
trol, Controllers Institute, March 1, 1956. 
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Each Resists Al Sere 


most resistant rag record 
papers ever made” 


Any paper which withstands boiling in 
oil has to be good. RESISTALL papers do. 
They are boiled every day in processing 
operations of some of the country’s 
largest companies. 

And so it is not surprising that these 
unique papers resist such comparatively 
mild hazards as: 


WATER 

PERSPIRATION 

OIL and GREASE 

ACIDS and ALKALIS 
EXTREME TEMPERATURES 


Much of the extraordinary resistance 
of RESISTALL papers is due to the fact 
that the resistance is built right into 
them. It is not an aftertreatment. It is 
as much a part of the interior of the 
papers as the fibers themselves. 

RESISTALL papers are unequalled for 
innumerable, highly-diversified uses: rec- 
ords, documents and tags which must 
be used out-of-doors or under wet or 
greasy conditions, with chemicals in fac- 
tories and laboratories, with articles which 
must withstand freezing or boiling, 
whether in water or oil. These papers, in 
addition, are permanent, unconditionally 
guaranteed as to longevity and utmost 
durability. 

Like a/] L. L. BROWN record papers, 
RESISTALL LINEN LEDGER and RESISTALL 
INDEX BRISTOL add only negligibly, ¢f at 
all, to total accounting costs. L. L. BROWN 
PAPER COMPANY, Adams, Mass. 


L.L.BROWN 


LETTER & RECORD 


PAPERS 


“SO MUCH extra value 
FOR SO LITTLE extra cost’ 


Since 1849 
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Canadian Study of Executive Salaries Urged 


HE LACK OF INFORMATION on top ex- 

ecutive salary scales in Canada is a seri- 
ous handicap to industry’s efforts to assure 
an adequate supply of competent key per- 
sonnel, F. Russell Manuel, vice president 
of Stevenson & Kellogg Ltd., told the 
Toronto Control of Controllers Institute. 

Mr. Manuel said that while the scramble 
for competent executive personnel in Can- 
ada is not a new situation, the tempo has 
been increasing over the last two years. He 
said that while this is one of the signs of 
business growth, it is also “a sign of ex- 
pansion beyond anticipations and a sign 
of inadequate manpower planning and 
development. 





MANAGEMENT CONSULTANT 
(CONTROLS) 


Highly respected, Chicago management 
consulting firm has need on permanent staff 
for experienced man to work with clients 
on studies relating to operating controls, 


manufacturing costs, budgets and asso- 
ciated business matters. Must have experi- 
ence either as Controller, Assistant Con- 
troller, Chief Cost Accountant, Budget 
Director, or in a related position. We are 
seeking an individual who can deal effec- 
tively with management and management 


problems, Salary commensurate with quali- 

fications. Age 35-45. This is a challenging 

opportunity with unlimited potential. Re- 

plies respected and confidentially held. 
THE CONTROLLER Box D2216 

2 Park Ave. New York 16, N. Y. 














American Appraisals 
correct errors in 
property accounts 
Continuous American Appraisal Serv- 
ice®is an effective method of property 
control—reflecting changes in physi- 
cal assets and fluctuations in value. It 
keeps property records in line with 

property facts. 


The 
AMERICAN 


APPRAISAL 


Company 
leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 
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“The search for key personnel poses 
the problem of how to attract new capable 
men and how to provide satisfactions to 
those we have,’ Mr. Manuel said, and 
added that while financial compensation is 
not the whole answer, “it is a mighty 
potent part of it, and in this country we 
have practically no information on which 
to base an approach to the problem.” 

Mr. Manuel outlined a program through 
which the controllers could collect data 
which could be used as a basis for a study 
of proportional management compensa- 
tion. He pointed out that the biggest 
problem was that of maintaining the ano- 
nymity of the individuals involved. 

Information of this sort, he said, has 
been developed in the United States where 
the availability of large samples solves 
the problem of anonymity. This data has 
produced some interesting and useful pat- 
terns on U. S. business. One study, for 
instance, revealed that, between 1939 and 
1950, the net purchasing power of the 
very top group of management personnel 
declined by 59 per cent. Mr. Manuel 
pointed out that the surveys also revealed 
the sharpness of the trend toward sup- 
plementing basic salaries of top execu- 
tives with bonus plans of one form or an- 
other. 

Mr. Manuel said his firm’s experience 
indicated that two patterns developed in 
the U. S. prevailed in Canadian manufac- 
turing corporations. One of these showed 
the executive vice president drawing a 
salary which was 70 per cent of the presi- 
dent’s, the general manager 50 per cent 
of the president’s and the vice president 
in charge of sales 35 per cent of the salary 
drawn by the president. 

The other pattern showed a much wider 
gap between the salary of the president 


and that of the next senior officer in these 
organizations. In this pattern, the vice 
president in charge of sales was the second 
highest paid executive, but his salary was 
only 52 per cent as large as that of the 
president. The vice presidents of manufac. 
turing and of purchasing each drew sal- 
aries which were 50 per cent of that of 
the chief executive, while that of the 
treasurer and comptroller was 48 per cent, 

Mr. Manuel said that this relationship 
was probably characteristic of companies 
with a comparatively small number of 
employes. In Canada, for instance, 78 per 
cent of the members of the Canadian 
Manufacturers’ Association employ 100 
people or less, so the responsibility for 
long-range policy and planning decisions, 
as well as leadership and control is gen- 
erally carried mainly by one—the chief 
officer of the company. 

Mr. Manuel said that this is not neces- 
sarily a sound condition. He pointed out 
that ‘‘shared experience and direction of 
an enterprise can stimulate growth and 
expansion; can develop a stronger execu- 
tive group; and will, of course, minimize 
the problems of succession.” He quoted 
an American study on this subject which 
claimed that the relationship among top 
executive salaries could be used as an in- 
dicator of whether the company was well 
or poorly managed. 

“The size of the salaries doesn’t seem 
to make much difference. Whether the 
president of the corporation gets $20,000 
a year or $100,000 isn’t important—so 
long as his vice presidents get something 
like 75 to 90 per cent as much. But when 
the president pulls down $100,000 and 
his main subordinates get only $25,000 to 
$50,000—it is time to look for trouble.” 


Executive Development Program for Controller 


(Continued from page 269) 


A careful, thoughtful, and honest ap-« 


praisal by a good judge of men is worth a 
dozen surface impressions or casual com- 
ments. 

I would also like to record my objec- 
tion to the altogether too common ten- 
dency to leave development and training 
to “professional” personnel people. There 
is much that personnel organizations can 
do in helping to plan programs, formal 
training classes, etc. However, the basic 
coaching job can only be done effectively 
by the supervisors to whom the individual 
reports—and I am referring here to all 
levels of supervision. 

Since the main learning process is on 
the job, the results will very largely de- 
pend upon how the job is presented, su- 


pervised, and the individual coached by 
the supervisor. In turn, the attitude of the 
individual, his initiative and willingness 
to learn, will depend upon the treatment 
he receives at the hands of his immediate 
superior. And all this is much more than 
a matter of giving instructions on how the 
job is to be performed or in effecting a 
cheery “good morning” in the office. It 
means establishing the right kind of cli- 
mate in which individuals can grow and 
develop. It means unlocking the door to 
the individual’s talents and capabilities. 

The process of training men to carry on 
the economic and business life of America 
is the direct responsibility of each and 
every one of us. 
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THE DARN THING NEVER WEARS OUT 


Even customers say the factory builds 
Comptometers too well—they don’t 
wear out. Speed, efficiency and accu- 
racy explain why the machine has 
earned so much business experience 
and office seniority. It’s what they say 
it is—the mightiest little workhorse 
in business. 


The Comptometer has many fea- 
tures and several exclusives that give it 
operating leadership. Operator Safe- 


guards to insure accuracy; Active 
Ciphers for accurate reading, to men- 
tion a few. There’s Floating Touch 
for operation without tiring and 
Direct Action for instant answers— 
all adding up to low-cost figure work. 


Nobody has yet beat the Compt- 
ometer in the figuring jobs it is spe- 
cially designed to do. To have this 
statement proved on your work, or if 
you only want a question answered, 


COMPTOMETER® 


look up the Comptometer representa- 
tive in the Yellow Pages. Or fill out 
and send the coupon below. 


FELT & TARRANT Mfg. Co. 
1734 North Paulina St., Chicago 22, Illinois 
Gentlemen: Without cost or obligation— 

—- | want more information about the new Comptometer 


Please arrange an office demonstration 
Please arrange a free office trial 


Name = = 
Company — 
Street. 


— aes 


Other products: THE COMPTOGRAPH® CALCULATING-ADDING 
MACHINE and the COMPTOMETER® DICTATION MACHINE. | 
_ Offices in principal cities and throughout the worid. of] 
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NEW DIRECTORS - CONTROLLERS INSTITUTE 


At the Annual Meeting of Members of Controllers Institute of America held 
on May 21, 1956 in Dayton, Ohio, during the Midwestern Conference, eleven 
members were elected to serve on the National Board of Directors for a 


three-year period beginning September 1, 1956 from the regions indicated. 





CHARLES H. CLIFFORD 
Region 2 


Moffett 





CARL M. BLUMENSCHEIN 
Region 8 


Potter 





GEORGE E. HALLETT 


Region 2 


Moffett 





JOHN W. D. WRIGHT 
Region 8 





EARL R. UHLIG 
Region 3 





L. W. BENNETT 
Region 9 








W. T. McGILLIVRAY 





Hayward 





ERIC L. HAMILTON 
Region 1 





E. W. WESTON 
Region 7 


C. G. ERY 
Region 5 


Moulin 





JOHN O. YEASTING 


Region 10 Region 10 





Businessmen Face More Complex 
Method for Keeping Cost Records 


American business may find it advisable 
to change its cost accounting methods to 
help insure and prove compliance with the 
federal price discrimination law, accord- 
ing to Commerce Clearing House. This 
prediction is based on a report to the Fed- 
eral Trade Commission released by the 
Advisory Committee on Cost Justification, 
formed in 1953 to determine whether it is 
practical to develop standards of cost ac- 
counting for use as guides to business in 
preventing and defending complaints of 
price discrimination. 

Cost justification has always been a 
troublesome problem in price discrimina- 
tion cases—for the FTC as well as the 


company charged with discrimination. 

The federal price discrimination law, 
enacted in 1936 and known as the Robin- 
son-Patman Act, makes it unlawful to dis- 
criminate in prices. Under this law, a 
manufacturer cannot sell his products at 
different prices to different customers with- 
out proper justification. When a company 
is charged by the Government with price 
discrimination, the Government merely 
has to show that the company charged two 
of its customers different prices. 

The prices can be justified by showing 
that they are based on differences in the 
cost of manufacture, sale, or delivery re- 
sulting from differing methods or quanti- 
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ties. To prove such justification, manufac- 
turers, wholesalers, and jobbers must have 
a sound cost accounting system. 

The report sets forth general principles 
of accounting proofs and procedures to 
help insure and prove compliance with the 
law. Among the subjects reviewed in the 
report for their impact on prices were the 
following: 

Anticipated costs, cost studies, sam- 
pling, incurred costs, classification of cus- 
tomers and transactions, costs of manufac- 
ture and delivery, methods of determining 
amount of direct and indirect costs, zone 
costing, multiple-plant costing, and allo- 
cation of costs. 

The Committee also recommended that 
consultation facilities of the FTC be ex- 
panded, that accounting advisers be added 
to the Commissioner’s staff as aids to com- 
pliance with the Act, and that the Com- 
mission issue a series of accounting opin- 
ions interpreting the cost proviso. 
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MAJOR OIL COMPANY 





EXECUTIVE 


tabulating machine 
system 
specialist 


‘ One of the world’s largest oil companies operating in the Far East, Aus- 

tralia and Africa seeks two men with executive ability and the knowl- 

edge and experience necessary to coordinate, develop, install and expand 

tabulating machine systems throughout its foreign areas. 

Applicants must be approximately 30 to 45, years old, single, or married 

without children, the latter because of travel aspects of position. Degree 

in Accounting or Business Administration essential. 

Attractive company annuity, insurance, hospitalization and savings 

plan. Five to six months’ furlough with full salary after three-year term 
overseas. ‘Two week local vacation in each of first two years of three-year 

term. Traveling expenses paid by company. 

Salaries attractive—commensurate with qualifications. Excellent and 

challenging opportunities. 

; Apply by letter providing complete details concerning education, per- 

P sonal history and business and tabulating systems experience. All re- 


plies will be held in strict confidence. 


STANDARD-VACUUM OIL COMPANY 


(Attention: Mr. E. R. Sauer) 
P.0. Box 1000 
WHITE PLAINS, NEW YORK 
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ELECTRONIC DATA PROCESSING 
FOR BUSINESS AND INDUSTRY* 


By Richard G, Canning 


Reviewed by LYNN A. McCABE 
Assistant to the Comptroller 
Campbell Soup Company 
Camden, N. J. 


To paraphrase one of the author's com- 
ments, “the basic purpose of this book is 
to advocate the efficient use of electronic 
data-processing techniques so as to meet 
management requirements.” The book 
proposes an engineering solution to a 
problem that normally has not been 
thought of in engineering terms, namely, 
the processing of information in a busi- 
ness enterprise. Perhaps the key words in 
the book are systems engineering. The 
author proposes that a company must be 
looked upon as an integrated control sys- 
tem acting to reach some common goal set 
by management. Systems engineering 
looks ct the information requirements of 
the entire system and engineers a data- 
processing system to meet these require- 
ments. 

In addition to outlining the systems- 
engineering approach to planning a data- 
processing system, the book attempts to 
take electronic data-processing machines 
out of the mysterious “black box’’ cate- 
gory so as to put them in the same frame 
of reference that management uses for de- 
ciding on other types of capital equip- 
ment. No previous knowledge of elec- 
tronics is required of the reader. 

In the first part of the book (chapters 
1-4), the fundamental principles of data- 
processing systems are outlined. An over- 
all pattern for processing control informa- 
tion in any type of commercial organization 
is presented and discussed. Such basic 
data-processing concepts as “delayed proc- 
essing” and “‘real time processing” are de- 
fined and discussed in detail. 








* Published by John Wiley & Sons, Inc., 440 
Fourth Avenue, New York 16, N. Y. $7.00. 


THE CONTROLLER..... RN Ae 


The author advocates the use of control 
systems-engineering techniques in organ- 
ization planning and in planning for data 
processing. These are approximately the 
same techniques as an engineer would use 
in designing a control system for a produc- 
tion process. The requirement for apply- 
ing systems-engineering techniques in this 
work has pointed out the need for a new 
type of industrial employe, the “systems 
engineer.” This systems engineer can be 
compared with an industrial architect ; he 
must be capable of analyzing the over-all 
data-processing problem, determining 
what is really wanted and needed for con- 
trolling the business and then designing a 
good solution to the problem by using the 
tools and building blocks which are avail- 
able. Only by a systems-engineering study 
of the specific requirements of a company 
can management hope to select the proper 
data-processing system. 

It is pointed out that general-purpose 
data-processing equipment using magnetic 
tape will constitute the bulk of electronic 
systems for some time to come. However, 
for certain huge volume data-processing 
operations, special-purpose processing de- 
vices such as electronic sorters and file- 
maintenance machines may prove eco- 
nomical. These special-purpose machines 
are discussed in some detail. 

The first few chapters of the book also 
describe some of the important engineer- 
ing details behind electronic systems. The 
techniques for operating and instructing 
these systems are discussed in appropriate 
detail. This material is presented with the 
objective of removing the aura of mystery 
from electronic data-processing devices. In 
order to present the material in a manner 
which is easy to comprehend, the problem 
of inventory control in a department store 
is used as a reference framework for the 
discussion of programming and machine 
coding. 
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In the second portion of the book 
(chapters 5-8), the author is concerned 
with how a company should proceed to 
investigate its data-processing require. 
ments—the systems study. The objective 
of such a study is to determine the com. 
pany’s requirements for data processing, 
electronic or otherwise, and then to select 
the pattern of data processing which best 
fits the requirements. The study should be 
made within the following framework: 


1. Seeing the company as a whole, 
rather than as sections. 

2. Tracing the flow of information 
from the initial point within the com. 
pany’s control to the point of final action 
within the company. 

3. Looking for cases of common use of 
the same data. 

4. Determining the time requirements 
for the processing of transactions. 

5. Determining management's desires 
on the installation of the data-processing 
system. 

6. Selecting machines and methods to 
meet the company’s total requirements. 


The initial aspect of the “‘systems study” 
should attempt to lay out a broad over-all 
plan for data processing such as will meet 
the information needs of company man- 
agement. The purpose of this initial phase 
is to try to get the management perspec- 
tive on the data-processing problems 
within the particular company. When this 
has been completed, the findings should 
be reviewed by top management and if 
these findings are accepted by them, the 
study should proceed to the second phase, 
during which the detailed planning of the 
information-processing system is carried to 
conclusion. The author demonstrates the 
steps in this over-all systems study by a 
discussion of an actual production-control 
operation for which an electronic data- 
processing system was developed. Mr. 
Canning categorically states that the sys- 
tems study should precede the ordering of 
any data-processing equipment. 

In discussing the problems of designing 
the required data-processing system, the 
author points out that some persons work- 
ing in the field of Operations Research 
feel that a company must change its meth- 
ods and procedures before installing an 
electronic system. These persons feel that 
control systems should be planned so as to 
include Operations Research techniques 
which provide management with optimum 
methods of decision-making and control. 
Mr. Canning, however, views Operations 
Research in proper perspective and he 
voices his opinion that Electronic Data 
Processing and Operations Research 
should properly be dealt with as two sep- 
arate problems. It is not necessary to In- 
corporate Operations Research techniques 
into an electronic data-processing system. 
Furthermore, much of Operations Re- 
search activity does not require any elec- 












































PUTTING CONTROLLERSHIP RESEARCH TO WORK FOR YOU 





Management planning and control can, in a sense, 
be said to include every act and decision made by top 
executives. In many organizations, ranging from small 
to large in size, farsighted executives have instituted 
formal programs for planning and control to insure 
coordination of all corporate activities. 


The alert controller of one large corporation re- 
cently looked at the two descriptive guides on plan- 
ning and control issued by Controllership Foundation 
and his imagination was stimulated by the many an- 
notated references. He wondered whether the Foun- 
dation studies could be used to help appraise and im- 
prove his company’s planning and control program. 
He then assigned staff men to go through all the ref- 


erences listed in the two studies and prepare a detailed 
report on all areas of planning and control activities 
in which the organization could do more. The manage- 
ment team then studied the report to determine what 
action should be taken. 


The foregoing incident is one way in which the re- 
search reports by Controllership Foundation can be of 
direct benefit. There are many other ways which will 
occur to those who study and use the reports. 


Your organization can make planning and control 
a vital and integral part of corporate activity. The basic 
research work—the Foundation studies—is available 
to you for use on any basis that fits your needs—either 
general or selective and as intensive as you choose. 


PLACE YOUR ORDERS NOW FOR THESE TWO DESCRIPTIVE REFERENCE GUIDES 


MANAGEMENT PLANNING 
AND CONTROL: 


An Annotated Bibliography 


THE BASE BOOK > 


More than 700 entries under 

seven major topical classes. 

A complete listing of literature 

published to end of 1954. 

178 pages $6.50 
($5.00 to members of CIA) 










MANAGEMENT PLANNING 
AND CONTROL GUIDE: 


@ SUPPLEMENT NO. 1 


Contains concise and informa- 

tive descriptions of significant 

material published in 1955 

under same topical heads. 

132 pages $4.00 
($3.00 to members of CIA) 


OTHER RELATED FOUNDATION REPORTS 


PLANNING, MANAGING AND MEASURING THE BUSINESS 


A Case Study of Management Planning and Control at General 
BiSCiie. Company. cs « ccninn societies wee gn este acre We 


($1.50 to members of Controllers Institute) 


MEETING THE CHALLENGE OF THE BUYER’S MARKET .. $5.00 
($2.50 to members of Controllers Institute) 


DUIS CG TUUS 6 vce ncccccivenettuasaciaewe $5.00 
($2.00 to members of Controllers Institute) 


CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 


TWO PARK AVENUE 


MEW FORE 16, N.Y. 
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e Complete Guide to 
Effective Cost Control... 


Cost Accountants’ 
Handbook 


COST METHODS 
that stand up, devel- 
oped out of the ex- 
perience of well-man- 
aged companies, Or- 
ganizes everything 
you want to know— 
principles,tech- 
niques, methods for 
obtaining direct, ac- 
curate results—com- 
plete with working 
details for successful 
application. Theo- 








-yZODORE LANG dore Lang, Editor. 
Y OITOR 556 tables, ills.; 
1482 pp. $12 


Covers: Reports, Analysis and Control, Cost 
Classifications, The Cost Department, Organ- 
izing the Cost Records, Setting and Operation 
of Standard Costs, Estimated Costs, Material 
Costs and Inventories, Timekeeping and Pay- 
rolls, Labor Costs, Overhead and Product 
Cost, Research Costs, Budgets, Trade Asso- 
ciations and Uniform Systems, Statistical and 
Mathematical Methods, etc. 


Other Ronald Handbooks: 
ACCOUNTANTS’ HANDBOOK 


4th Edition. Rufus Wixon, Editor; Walter G. 
Kell, Staff Editor. 403 ills., tables; 1600 pp. 
6 x 9. Ready Sept. 14. $15 
FINANCIAL HANDBOOK 

Jules I. Bogen, Editor. 139 ills.; 1289 pp. 3rd Edi- 
tion. Revised Printing. $12 
MARKETING HANDBOOK 

Paul H. Nystrom, Editor; Albert Wesley Frey, 
Staff Editor. 226 ills., charts; 1321 pp. $12 


PERSONNEL HANDBOOK 


John F. Mee, Editor. 262 ills., forms; 1167 pp. 
$12 


PRODUCTION HANDBOOK 


L. P. Alford and John R. Bangs, Editors. 77 
ills., forms, charts; 1676 pp. $12 





= = = - USE COUPON TO ORDER - = = ~ 


Please send Handbooks checked: 


| [] Cost Accountants’ Handbook ...... $12 I 
| [_] Accountants’ Handbook .......... 15 | 
| [} Financial Handbook .........600 12 | 
| [] Marketing Handbook ............ 12 | 
[] Personnel Handbook ............ 12 
l (] Production Handbook ........... 12 | 
| (We pay postage whe n check | 
accompanies order.) 
| () Check enclosed (CD Bill: me CJ Bill firm | 
| NOR ee gs se koe ig Gis» s'o(s o ntpeiste = Sl | 
t MEIN eats cis eb nlew wise aes ule 4/sn:56 seb iane I 
I I 
g Address 2.2.60. ccccccccccsccccocseece { 
I CS ae yy ey er BRENIG? io sin a eibiels | 
t t 


THE RONALD PRESS COMPANY 
15 East 26th Street, New York 10 
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tronic computation. There are instances, 
however, when the techniques of Opera- 
tions Research can be used to optimize the 
effectiveness of a data-processing system. 
The author devotes one chapter to a dis- 
cussion of certain Operations Research 
concepts which may have utility in a data- 
processing system. 

In the final portion of the book (chap- 
ters 9-10), Mr. Canning discusses the 
problem of fitting together the data-proc- 
essing requirements (as developed in the 
systems study) with the characteristics of 
the available commercial electronic equip- 
ment. He points out that the electronic 
data-processing equipment already on the 
market is satisfactory for many business 
systems. It is sufficiently developed and 
tested so that management should not 
postpone investigating electronic systems 
just because equipment is not believed to 
be ready. While present-day equipment 
does not include all the desirable features, 
improvements are being made rapidly. In 
the final chapter, the book summarizes a 
suggested plan of action for management 
for obtaining a reliable system. Mr. Can- 
ning concludes the book with the pertinent 
warning: “Electronic data processing is a 
thing of the present. It deserves manage- 
ment’s attention now.” 

This book should be in the library of 
any businessman who is interested in the 
application of electronic data-processing 
equipment. Probably the most significant 
fact about this book is that only about 
25% of the text deals with the technical 
aspects of electronic equipment. The re- 
maining 75% is entirely concerned with 
systems analysis and systems planning. 
This proportion is entirely proper in view 
of the magnitude and importance of the 
systems study task as opposed to the tech- 
nical problem of applying machines to a 
well-planned data-processing system. This 
relationship is not commonly understood 
by businessmen and is perhaps the source 
of many of the misconceptions about elec- 
tronic data-processing equipment. 

The need has always existed for a sys- 
tems-engineering approach in developing 
management control systems for a total 
business operation—even before the era 
of electronic data processing. However, 
business managers have seldom fully ap- 
preciated the important role of control 
systems in managing a business. Fortu- 
nately, there is enough money involved in 
decisions concerning electronic data-proc- 
essing devices that top management is 
beginning to be forced to take an active 
interest in the control systems of their 
business. As Mr. Canning indicates, a top- 
management approach to systems plan- 
ning is imperative if electronic data-proc- 
essing equipment is to serve a business 
most effectively. However, when we realis- 
tically view the history of the 10- to 20- 
year period since the systems and pro- 
cedures function first began to achieve 
general recognition in the business world, 


it may well be another 20 years before 
business managers fully comprehend the 
basic philosophy behind the systems-en- 
gineering approach which Mr. Canning 
advocates in this book. 


CORPORATION ACCOUNTS 
AND STATEMENTS* 


By William A. Paton and 
William A. Paton, Jr. 


This book could have been entitled 
“Equity Accounting’ as the emphasis is 
on the array of problems having to dowith 
the rights of common stockholders, senior 
investors and other interested parties. The 
book has been written with knowledge of 
the pertinent considerations of law, finan- 
cial management, and taxation and the 
authors have gone into these related areas 
whete necessary to provide helpful back- 
ground material. 


* Published by the Macmillan Company, 60 
Fifth Avenue, New York 11, N.Y. $6.75. 


FASTER, FASTER* 
By W. J. Eckert and Rebecca Jones 


This book explains in nontechnical 
language how a calculator operates, the 
nature of the problems it solves, and how 
the problems are presented to the calcu- 
lator. The calculator covered is the NORC 
made by IBM, which conforms to a pattern 
common to all electronic calculators. The 
operation of the “memory,” the magnetic 
tapes and the printers are described in de- 
tail. 

The chapter, ‘Plain and Fancy Arith- 
metic,’ tells how the calculator behaves 
in performing the four basic mathematical 
operations. To explain the nature of the 
calculations now being performed on elec- 
tronic calculators, the arithmetical ap- 
proach to a few well-known kinds of prob- 
lems is discussed in a simple way. 


* Published by the McGraw-Hill Book Co., 
330 West 42nd Street, New York 36, N. Y. 
$3.75. 


RETENTION AND 
PRESERVATION OF 
RECORDS WITH 
DESTRUCTION SCHEDULES* 


This 46-page brochure discusses means 
of organizing a records-retention program, 
the cost of microfilming versus storage, 
the federal laws and regulations affecting 
records retention, and the state laws that 
affect records retention. Also included is 
a tabulation of over 250 common papets 
found in a normal business office with the 
length of time they are retained. 


* Published by Record Control, Inc., 209 
South La Salle Street, Chicago 4, Ill. $4.00. 
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Members of the Western Michigan 
Control of Controllers Institute of Amer- 
ica designated their April 11 dinner meet- 
ing as “Ladies Night” to which wives of 
members were invited. 

Those at the head table (foreground— 
left to right) were Mrs. Philip W. Kees- 
sen, wife of the vice president of the Con- 
trol; Mr. Keessen; Judd Perkins, director 
of Public Relations, General Telephone 
Company, Muskegon, Mich., who ad- 
dressed the group on “Communications 
and Human Relations”; Mrs. Wilford D. 
Sawyer, wife of the president of the Con- 
trol; and Mr. Sawyer. 

Mr. Keessen is controller of Bennett 
Pump Division, John Wood Co., Mus- 
kegon Heights, Mich., and Mr. Sawyer 
is comptroller of Blackmer Pump Com- 
pany, Grand Rapids, Mich. 


Cincinnati, Ohio 


LEFT BELOW 

Celebration of the 20th Anniversary of 
the founding of the Cincinnati Control of 
Controllers Institute of America was fea- 
tured at the April dinner meeting at the 
Terrace Plaza Hotel. 

Guest speaker of the evening was James 
L. Peirce, vice president and controller of 
A. B. Dick Company, Chicago, Illinois, 
and a past president of the Chicago Con- 
trol. Mr. Peirce spoke on “New Demands 
on Controllership.” James F. Allen, a 


charter member of the Cincinnati Control 
and a past president of the group, 1936-37, 


spoke on “Reminiscences of Early Days of 


the Cincinnati Control.’ Mr. Allen is vice 
president and treasurer of American Laun- 
dry Machinery Co., Cincinnati. 

Those at the head table (Jeft to right) 
were Joseph C. Huehn, comptroller, Na- 
tional Bearing Division, American Brake 
Shoe Company, St. Louis, Missouri (vice 
president of Region VII) ; K. Y. Siddall, 
administrative vice president of the Proc- 
ter & Gamble Co., Cincinnati (past presi- 





LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 





dent of Controllers Institute of America 
and past president of the Cincinnati Con- 
trol, 1943-44) ; Mr. Peirce, guest speaker ; 
Bruce S. Shannon, assistant secretary and 
controller, the Drackett Co., Cincinnati 
(president of Cincinnati Control); Mr. 
Allen, charter member; and Paul Haase, 
managing director of Controllers Institute 
of America. 


RIGHT BELOW 
Mr. Allen cuts the birthday cake with 
the help of President Shannon. 
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Accounting Hall of Fame Award 


NANIAS CHARLES LITTLETON of Den- 
A ver, Colo., was the 1956 distin- 
guished accountant elected to the Account- 
ing Hall of Fame, established in 1950 by 
the College of Commerce and Administra- 
tion, Ohio State University, Columbus, 
Ohio. 

At a dinner session at the 18th Annual 
Institute on Accounting, held on May 17, 
Mr. Littleton was presented as candidate 
by Maurice E. Peloubet, chairman of the 
Board of Nominations, for the honor con- 
ferred by Jacob B. Taylor, vice president 
and business manager. 

Mr. Littleton, a graduate of University 
of Illinois (B.A. 1912; M.A. 1918; and 
Ph.D. 1931), received his CPA degree 
(Ill.) in 1919. From 1912-1915 he was a 
member of the staff of Deloitte, Plender, 
Griffith & Co., Chicago, Ill. From 1915, 
when he was a co-founder with Hiram 
Thompson Scovill of the Accounting De- 
partment, until his retirement in 1952, he 
was a member of the faculty of University 
of Illinois (professor of accountancy from 
1931). He was instrumental in establishing 
accounting courses for a Ph.D. at the uni- 
versity. 

He is author of “Accounting Evolution 
to 1900” and co-author with W. A. Paton 
of “An Introduction to Corporate Account- 
ing Standards.” He was editor of Ac- 
counting Review from 1943-1947. Cur- 
rently he is contributing material to a book 
entitled ‘Readings in Accounting History” 
to be published in England by the Uni- 
versity of London. 

Mr. Littleton is the 17th man to be 
elected to the Hall of Fame. Those elected 
in preceding years include: 








George Oliver May, Robert Heister 
Montgomery and William Andrew Paton, 
1950; 

Arthur Lowes Dickinson and Henry 
Rand Hatfield, 1951; 

Elijah Watt Sells and Victor Hermann 
Stempf, 1952; 

Arthur Edward Andersen (1885-1947), 
Thomas Coleman Andrews, Joseph Ed- 
mund Sterrett (1870-1934), and Charles 
Ezra Sprague (1842-1912), 1953; 

Carman George Blough, Samuel John 
Broad, Thomas Henry Sanders (1885- 
1953), and Hiram Thompson Scovill, 
1954. 

Percival Flack Brundage, 1955. 


Members of Controllers Institute who 
participated in the two-day Institute were: 


Charles R. Israel, treasurer, Aero May- 
flower Transit Company, Indianapolis, 
Ind., who presided at the third session at 
which Robert L. Ganter, comptroller, 
Delco Appliance Division, General Motors 
Corporation, Rochester, N. Y., spoke on 
“Internal Control Applications” and Rob- 
ert N. Wallis, treasurer, Dennison Manu- 
facturing Company, Framingham, Mass., 
and president of Controllers Institute, 
1955-56, who presided at the fifth session. 


Members who served on the 45-man 
Board of Nominations were: 


(Associatemembers) Willard J. Graham, 
University of North Carolina, Chapel Hill, 
N. C.; Ralph C. Jones, Yale University, 
New Haven, Conn.; C. R. Niswonger, 
School of Business Administration, Miami 
University, Oxford, Ohio; Frank P. Smith, 
School of Business, University of Michi- 
gan, Ann Arbor, Mich. ; William J. Vatter, 


CAN YOU HELP? 


Editors, THE CONTROLLER: 


Iam doing a little part-time work for a company which has 
asked me to study Trade Receivable Controls. Their business 
has grown very fast and collections, from time to time, do 
not seem to keep pace with the increases in sales. 

My first thought when getting an assignment of this kind 
is to go through the issues of THE CONTROLLER, which I 
have on file for the past ten or twelve years. I have found one 
or two articles on financial controls but none which seems to 
go as far as suggesting Trade Receivable Controls. 

Any information or references you can give will be greatly 


appreciated. 


(i. 


Address replies to G.L., c/o Editorial Department, THE CONTROLLER, 
Two Park Avenue, New York 16, N. Y., which will be forwarded. 
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School of Business, University of Chicago, 
Chicago, III. ; and William J. von Minden, 
School of Business Administration, Rut. 
gers University, Newark, N. J. 

(From industry) David R. Anderson, con- 
troller, the Stanley Works, New Britain, 
Conn.; C. R. Fay, vice president and con- 
troller, Pittsburgh Plate Glass Co., Pitts. 
burgh, Pa. ; James B. Fenner, vice president 
and comptroller, Electric Auto-Lite Co,, 
Toledo, Ohio; G. H. Hagle, controller, 
Continental Oil Company, Houston, Texas; 
C. E. Headlee, controller, Westinghouse 
Electric Corporation, Pittsburgh, Pa.: 
Charles R. Israel, treasurer, Aero May- 
flower Transit Company, Indianapolis, 
Ind.; I. Wayne Keller, controiler, Arm- 
strong Cork Company, Lancaster, Pa.; 
William B. McCloskey, vice president, 
W. R. Grace & Co., New York; George 
W. Schwarz, vice president and general 
manager, General Products Division, 
Wyandotte Chemicals Corporation, Wyan- 
dotte, Mich.; and Daniel M. Shechan, 
partner, Haskins & Sells, Houston, Texas. 


Presence of Auditors at 
Stockholders’ Meetings Asked 


Statements by independent auditors 
should be a regular part of stockholders’ 
meetings according to Paul Grady, CPA, 
in the May issue of The Journal of Ac- 
countancy. The independent auditor is be- 
ing invited more often to answer questions 
at stockholders’ meetings, he explains, but 
he should also be called on for a statement. 

Mr. Grady, a partner of Price Water- 
house & Company, New York, also advo- 
cates that the practice of having the inde- 
pendent auditor elected by the stockhold- 
ers rather than appointed by the directors 
should be more widely followed and that 
an audit committee be used as the regular 
channel between the auditors and the board 
of directors. 

“Similar measures have been required 
by statute for years in many countries,” he 
asserts. “It is all the more to the credit of 
our business leadership if these practices 
are adopted voluntarily as matters of self- 
discipline and good business judgment.” 

To illustrate his point, Mr. Grady pre- 
sents the transcript of an imaginary stock- 
holders’ meeting in which the independ- 
ent auditor reads his brief report, points 
out that it contains no exceptions, de- 
scribes in general terms how the audit was 
made, and reports on the adequacy of the 
company’s internal accounting control. 

Having the independent auditor make 
such a statement before answering ques- 
tions from stockholders, Mr. Grady adds, 
“would be especially useful in giving 4 
better perspective of the proceedings in 
the printed reports on stockholders’ meet- 
ings which are now prepared by many of 
the larger corporations.” 
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Corporations Subjected to 
the Accumulated Earnings Tax 


(Continued from page 267) 
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RETAIL CLOTHING 


RETAIL SHOES 
SAND AND GRAVEL 


SCHOOL 


SCRAP METAL 


E. L. Bride et al., TC Memo. Op., 
Docket ##34598-9, entered October 30, 
1953, aff'd 224 F. (2d) 39 (CA-8, 
1955); McCutchin Drilling Company 
v. Commissioner, 143 F. (2d) 480 
(CCA-5, 1944). 


In the Matter of John S. Barnes, Inc., 
Debtor, D.C., Fla., 1953. 


J. E. Baker Company, BTA Memo. Op., 
Docket #87758, entered June 6, 1939. 


KOMA, Incorporated v. Jones, DC., 
Okla., 1953, aff'd 218 F. (2d) 530 
(CA-10, 1955); Southland Industries, 
Inc., TC Memo. Op., Docket #3387, en- 
tered October 31, 1946. 


]. E. Mabee et al. v. Jones, D.C., Okla., 
1945. 


Frank H. Ayres & Son, TC Memo. 1954- 
172, filed October 12, 1954; United 
Business Corporation of America v. Com- 
missioner, 62 F. (2d) 754 (CCA-2, 
1933); United Business Corporation of 
America, 33 BTA 83 (1935). 


Lion Clothing Company, 8 TC 1181 
(1947). 


Al Goodman, Inc., 23 TC 288 (1954). 


Smoot Sand & Gravel Corporation, TC 
Memo. 1956-82, filed April 10, 1956. 


Hemphill Schools, Inc. v. Commissioner, 


137 F. (2d) 961 (CCA-9, 1943). 


Florida Iron & Metal Company of Jack- 
sonville, BTA Memo. Op., Docket #105- 
641, entered July 13, 1942; United Iron 
& Metal Co. et al. v. Commissioner, 
205 F. (2d) 152 (CA-3, 1953). 
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Financial Public Relations 


and the Controller 
(Continued from page 265) 


tunity for management to report construc- 
tive developments. It is an ideal time to 
generate confidence among shareowners, 
and to cultivate their good will as con- 
sumers of products. A smart two-page 
folder may be embellished with a picture 
or two. 

As for getting in a fair-sized proxy 
vote, that need not be problematical for 
most companies. The point is made, how- 
ever, that proxy documents drafted by 
lawyers usually are hard for the lay in- 
vestor to understand. The lawyer should 
be required to write plainly and simply. 
This can be done. 

Letters of welcome to new shareowners 
are another tool for cultivating good will 
among those to whom management is re- 
sponsible. These letters signed by the chief 
executive officer are a commendable means 
of communication. They should be newsy 
and warmhearted in tone, and rewritten 
periodically to avoid staleness. They are 
really difficult to write and to keep up to 
date. Common sense and discretion are ad- 


visable. The procedure for transmitting 
them is rather simple to set up. 

Although most companies use only one 
welcome letter, some corporations use a 
series. Letter No. 1 is sent to the person 
who becomes a stockholder for the first 
time. Letter No. 2 can go to the share- 
owner who adds to his holdings. Letter 
No. 3 may express conscientious concern 
to one who sells some of his shares. A 
friendly Letter No. 4 may express regret to 
the stockholder who sells all his stock. 
Still another, Letter No. 5, may be sent to 
the former shareowner whose name reap- 
pears on the Stock Transfer List. (These 
letters should go only to individuals; not 
on stock held in brokers’ names.) 

Sometimes a management does not 
really know what is in the thinking of its 
shareowners, and just what is the com- 
pany’s reputation from an investment 
viewpoint. A well-planned survey which 
properly samples a small per cent can 
ascertain this. Such samples have to be 
carefully constructed. The questions must 
be prepared by those experienced in opin- 


Commissioner v. W. S. Farish and Com- 
pany, 104 F. (2d) 833 (CCA-5, 1939). 


Little Rock Towel & Linen Supply Com- 
pany, TC Memo. Op., Docket #24230, 
entered January 18, 1952. 


Dietze & Company, Inc., TC Memo. Op., 
Docket #107053, entered November 23, 
1942. 


Coca-Cola Bottling Works v. U.S., 53 
F. Supp. 992 (D.C., Tenn., 1943). 


Universal Steel Company, 5 TC 627 
(1945). 


Plant Line Stevedoring Company, Inc., 
BTA Memo. Op., Docket #108345, en- 
tered April 11, 1942; T. Smith & Son, 
Inc., TC Memo. Op., Docket #108417, 
entered September 7, 1943. 


Helvering v. Chicago Stock Yards Co., 
318 U.S. 693 (1943). 


Colonial Amusement Corporation, TC 
Memo. Op., Docket #13257, entered 
July 27, 1948; Latchis Theatres of Keene, 
Inc. et al., 19 TC 1054 (1953), aff'd 
214 F. (2d) 834 (CA-1, 1954); Twin 
City Theatres, TC Memo. Op., Docket 
#28490, entered May 12, 1952. 


C. H. Spitzner & Son, Inc., 37 BTA 511 
(1938). 


California Motor Transport Co., Lid., 
TC Memo. Op., Docket ##108467-8, 
111612-3, entered April 23, 1943; Plant 
Shipping Company, Inc., BTA Memo. 
Op., Docket #108344, entered April 11, 
1942; Walkup Drayage & Warehouse 
Co., TC Memo. Op., Docket ##3271-2, 
entered June 25, 1945. 


J. M. Perry & Company, Inc. v. Com- 
missioner, 120 F, (2d) 123 (CCA-9, 
1941). 
National Yarn Corporation, TC Memo. 
Op., Docket #19451, entered July 19, 
1950. 








ion polls. That is the outline of the pro- 
gram. 

What are the measures of success ? One 
is the yield basis at which a security sells 
in the open market; another is the price/ 
earnings ratio, and the spread between bid 
and asked prices; an expansion of share- 
ownership is an indicator; another is fre- 
quency of mentions in brokerage house 
letters to customers ; and most important is 
the intangible matter of reputation. 

Investors look for higher dividends in 
the future when investing in a growing 
company. But equally important to them 
is the potential capital gain which is meas- 
ured by market price. Long-term inflation 
and taxation make this so. 

Therefore, management should have 
pride in doing an all-around good job of 
managing. It should tell the genuine story 
with candor and consistency. The financial 
communities, and the individual share- 
owners, look to management to do this. 
They feel there is no other way to have de- 
velopments reflected in a fair evaluation 
of the stock in the market place. 
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(Continued from page 262) 


operations. The cost estimate may be sub- 
ject to great variation depending upon 
the decisions made with respect to the fol- 
lowing points: 


. Make-or-buy decisions 
. Selection of machine processes 
. Direct labor off-standard allowances 
. Direct labor start-up and training 
. Scrap allowances 

6. Rework costs 

7. Frequency of machine set-up and 
tear-down 

8. Liquidation of engineering costs 

9. Amortization of tooling costs 

10. Allocations of overhead and other 
costs and expenses. 


MOR wh 


In determining these factors, bare pro- 
cedures, no matter how well conceived, 
will not eliminate the need for experience 
and intelligence. Unless one is willing to 
follow the competitive leader, this job 
must be done well. 

Even if cost estimating were not used 
for pricing purposes, it has an equally im- 
portant function in profit planning. By 
analyzing and reviewing the estimates, it 
is possible for the management team to 
take steps to reduce costs before the design 
work and processing planning are com- 
pleted, and tooling and production costs 
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The ‘‘Anti-Chance Factor’ in Business 


are actually incurred. This type of pre- 
production cost clinic is invaluable and it 
should be a regular procedure. 

At this point it is well to emphasize 
that to be truly effective, the budget 
should be prepared by or in close liai- 
son with the persons who will have pri- 
maty responsibility for its performance. 
Of course, this does not mean that a loose 
budget will be acceptable. Standards of 
measurement should be applied before the 
budget is set. The psychological aspects of 
this procedure are apparent; the appro- 
priate allocation of the work of preparing 
the budget has the effect of increasing the 
knowledge of interested personnel and 
adds to the value of the budget as a means 
of control and analysis. 

All the faults which may be inherent 
in an organization without a budget be- 
come magnified handicaps in the opera- 
tion of a budget. Some conditions which 
tend to rankle top-echelon executives or- 
dinarily may become aggravated with 
budgetary control. If the responsible ex- 
ecutives are not noticed when an inferior 
job is done, and are not recognized when 
an outstanding accomplishment has been 
made, the budget plan may intensify their 
feeling of working in an unrewarding 
vacuum. Furthermore, if the rule of meas- 
uring out authority to balance responsibil- 
ity is ignored, insistence on close adher- 
ence to the budget plan will be useless. 


THE BUDGET 

We will not here attempt to cover all 
of the details of preparing a budget. Vol- 
umes have been written and can still be 
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written on the mechanics of the budget 
procedure. 

From the standpoint of adding sub. 
stance to the anti-chance factor in busj- 
ness, however, the importance of a well- 
conceived budget cannot be overempha- 
sized. At the very least, the budget should 
provide a realistic profit plan, geared to 
current conditions, and the means of tak. 
ing bearings to ascertain accomplishment 
and direction during the period involved, 
In this way, it is possible to know where 
the deviations from the profit plan exist 
and to what degrees. All hinges on recog. 
nizing these deviations promptly and in 
taking steps to correct the course. 

Active budgetary control extends pri- 
marily to the control of overhead costs and 
other indirect expenses suchas selling, and 
general and administrative expenses. Re- 
lated controls integrated with the budget 
are applicable to other elements of cost. 
These controls are based on appropriate 
standard measurements and when inte- 
grated with the budget become part of the 
profit plan. 

Other factors should be employed in 
appraising the acceptability of the profit 

lan. The most obvious of these is con- 
nected with the establishment of a profit 
objective. Studies should be made within 
the appropriate industry to ascertain the 
profit attainments of other companies, in 
relation to sales, investment, assets em- 
ployed, etc. Other criteria such as sales per 
employe and sales per dollar of fixed as- 
sets employed are also useful as general 
indicators. 


ANALYSIS OF DEVIATIONS 
FROM THE PROFIT PLAN 

The control features of the budget are 
centered in the analysis and communica- 
tion of deviations or variances of actual 
performance from the profit budget. The 
control reports designed to communicate 
this information may take many forms. It 
is important that the reports be issued on 
a timely basis, and that they be directed to 
the persons having primary responsibility. 

The tabulation on the facing page out- 
lines some categories of variances and 
types of analyses which may be pertinent, 
in whole or in part, to industrial organiza- 
tions. 


THE HUMAN FACTOR 

As a final observation on the anti- 
chance factor in business, there comes to 
mind a statement once made by a man- 
agement expert. After a long dissertation 
on the good and bad points of a number 
of company managements, he said, “When 
all is said and done, the trick in running 
a profitable business is to pick the right 
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eople for the right jobs, and do all the 
right things.” This is not as platitudi- 
nous as it may sound at first. The answer 
is in having the “right’” people and doing 
the “right’’ things. 

It has been our observation that a key 
employe’s productivity and effectiveness 
on the job may vary greatly depending 
upon the conditions under which he 
works. Encourage initiative, and he will 
develop both initiative and judgment. 
Stile initiative and he will slump and lose 
assurance. Measure and recognize his suc- 
cesses and he will grow more successful. 
Ignore his accomplishments and he will 
soon have none. Management controls 
(aids for doing the right thing) should 
mesh with these human factors, supply- 
ing both the co-ordinated planning that 
people can understand and the means of 
measuring and recognizing their perform- 
ance. 

One should never become so preoccu- 
ied with the cold objectivity of ana- 
lytical data that he fails to maintain an 
appreciation of the ability of some experi- 
enced businessmen to synthesize from an 
apparent insufficiency of information. 
Profit planning as a science works best 
when teamed with a management gifted 
with business acumen; in fact, this very 
ability makes management quick to partic- 
ipate in the construction and use of the 
tools the accountant devises for them. On 
the other hand, the day of the intuitive 
soloist, acting without recourse to infer- 
ence or reasoning based on the best avail- 
able data, is gone. 


BUDGETS— 
THE INTEGRATED PROFIT PLAN 

If there is anything in a business which 
can be called a blueprint to profits, it is 
a good budgetary installation. Of itself, 
the budget is simply a statement of results 
attainable under certain conditions. Inte- 
grated with a good organization it is like 
a tool which renews itself each day, and 
becomes sharper and more precise with 
greater use. 

The whole of anything is only as good 
as its parts. The budget makes use of this 
ptinciple, and thus provides a guide for 
the organizational components to the end 
that an over-all economic plan may be car- 
ried out. 

Just as the accounting reporting system 
must be conformed to the organization 
plan, the budget cannot be effective un- 
less the organization plan is clear and 
defined. Human nature is such that every- 
body's responsibility becomes nobody's re- 
sponsibility. Accordingly, each part of the 
budgeted profit plan must be someone’s 
definite responsibility. This line of think- 
ing starts with the chief executive officer 
of the company. In the beginning, the 
budget must be acceptable to him as an 
objective, and as the performance of each 
function is recorded, he should be actively 
involved in its appraisal. 





ANALYSIS OF DEVIATIONS FROM THE PROFIT PLAN 


Bud get 
Element 


SALES 


DIRECT MATERIAL 


DIRECT LABOR 


MANUFACTURING 
OVERHEAD 


1. Indirect Salaries 
and Wages 


2. Fixed and Non- 
variable Expense 


3. Other Expenses 


RESEARCH AND 
ENGINEERING 
EXPENSES 


SALES EXPENSES 


GENERAL AND 
ADMINISTRATIVE 
EXPENSES 


Variances or 
Bases for Analysis 
Price variances 
Mix of products 
Mix of customer sales categories 


Purchase variances 

Rework costs of defective purchased 
materials 

Material substitution (use of non- 
standard material) 

Excess scrap 

Excess usage (for example, offal) 

Operator inefficiencies 

Waiting for material 

Machine breakdown 

Waiting for work 

Rate variances 

Rework of defective production 

Differences between current work stand- 
ards and budget work standards 


Departmental manpower schedules 
comparing actual with budgetary al- 
lowances at actual volume 


Analysis of losses or gains due to vol- 
ume fluctuations 


Departmental analysis by expense clas- 
sification—actual compared with var- 
iable budget authorization at actual 
volume 


Comparison of actual expenses with: 

1. Annual fixed budget provision by 
account classification 

. Liquidation or recovery rate through 
sales 

3. Ratio to sales 

4. Charges to specific projects and 
general engineering or advance rfe- 
search 


i) 


Comparison of actual expenses with: 
1. Annual fixed budget provision by 
account classification 

2. Budget authorizations for variable 
expense classification such as sales 
order processing, sales commissions, 
etc. 

. Ratio to sales or units 

. Territory yield 

. Product yield 

6. Costs per sales contact 


A DL Ww 


Comparison of actual expenses with: 

1. Annual fixed budget provision by 
account classification 

2. Budget authorization for variable 
elements of expense 

3. Ratio to sales or units 
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This Electronic World 

Controllership Foundation, research arm 
of Controllers Institute, is issuing a spe- 
cial report on electronics conferences, 


courses and seminars scheduled for June 


to September 1956. The report is listed by 
regions and then by classes of sponsoring 
organizations. The report also contains an 
index which lists the starting dates of each 
conference. 

Copies of the report are being mailed 
to subscribers/contributors of the Founda- 
tion and to members of Controllers Insti- 
tute and are available to nonmembers at 
$1.00 a copy. Orders should be addressed 
to Controllership Foundation, Inc., Two 
Park Avenue, New York 16, N. Y. 


An aircraft parts manufacturer reports 
that a newly acquired computer had saved 
his company the cost of its annual rental 
in a month’s time. The computer, a Bur- 
roughs E101 showed the company that an 
arresting gear for jet planes would not 
have been able to bring the planes to a 
full stop. 


An electronic device will give ticket 
agents at Grand Central Terminal, New 





CONTROLLERSHIP INFORMATION SERVICE 


oteA 


York, almost immediate information about 
passenger space available on three major 
railroads. The device will provide an in- 
ventory of reservations, sales and cancella- 
tions of space on all trains for three rail- 
roads for seven months in advance. The 
information also will be available to ticket 
agents at stations other than Grand Central 
through a connecting manual key set to be 
installed at points along the three rail- 
roads. 


Saving By Research 

Research-inspired new devices will save 
American industry more than $1 billion 
in 1956 according to the head of General 
Electric’s General Engineering Laboratory. 
He feels that new advances in laboratories 
and test adventures will do much to im- 
prove the efficiency and reduce cost and 
time factors of existing methods and 
processes and that a great many improve- 
ments in industrial machinery and opera- 
tion, which will be made this year, will 
be based on electronics. 


Tax Miscellany 

The fifth annual Handbook on Federal 
Fiscal Problems, published by the Tax 
Foundation, notes that all taxes now take 
nearly 27 per cent of the net national 
product. The Foundation estimates that 





A digest of information developed by 


CONTROLLERSHIP FOUNDATION 


in answer to a reader's inquiry 


RECORDS MANAGEMENT 


THE CONTROLLER 


“The Controller's Role When Disaster 
Strikes” by Edwin McConnell and William H. 
Perks, January 1955, p. 14. 

“How Gillette Protects Its Records’ by 
Richard N. Rigby, October 1953, p. 459. 

“How Kansas City Firms Escaped Damage 
by Flood” by J. L. Batchler, September 1951, 
p. 395. 

“How Monsanto Recovered Its Texas City 
Records” by E. J. Cunningham, September 
1951, p. 398. 

““How New York Area Companies Are Plan- 
ning Records Protection” by M. R. Odermatt, 
September 1951, p. 396. 

“Bombs Do Not Respect Vital Business 
Records” by Emmett J. Leahy and Robert A. 
Shiff, March 1951, p. 109. 


“Destruction of Records: Report of the Com- 
mittee on Technical Information and Research 
of Controllers Institute of America,’ July 
1944, p. 295. 


HARVARD BUSINESS REVIEW 
“The New Science of Records Management’ 
by Robert A. Shiff and Arthur Barcan, Septem- 
ber-October 1954, p. 54. 


NATIONAL RECORDS MANAGEMENT COUNCIL 


Index to Federal Record-Keeping Require- 
ments, 1955. 

Guide to Selected Readings in Records Man- 
agement, 1954. 

Quality Controlled Paperwork and Record 
Keeping, 1954. 
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the total tax burden on the $3,500 a year 
man, from direct and hidden taxes, jg 
nearly one-third of his income while 2 
higher levels the burden is even greater. 

Other points brought out in the hand. 
book were that the “progressive element” 
in the income tax structure accounts for 
only $5.8 billion, or 19 per cent, of the 
total individual income tax bill of $31 
billion and if rates on taxable income jn 
excess of $10,000 were raised to 100 per 
cent the additional revenue would amount 
to less than $5 billion—not enough to run 
the Government for one month at present 
spending rates. 


Insured Pension Funds 

At the beginning of 1956, insured pen- 
sion plan funds, covering over four mil- 
lion individuals in 19,000 plans, rose $1.3 
billion to a total of $11.1 billion. These 
funds, according to the Institute of Life 
Insurance, will eventually produce an an- 
nual retirement income of $1.8 billion to 
the persons covered. 


Limits on Age of Directors 


Allied Stores and AT&T have set age 
limits on candidates for their Boards of 
Directors. Allied Stores will exclude all 
candidates who passed their 70th birthday 
while AT&T will bar from re-election di- 
rectors who have passed their 72nd birth- 
day. 


Corporate Giving 

Grants exceeding $1 million have been 
made to more than 500 American educa- 
tional institutions by the United States 
Steel Foundation, Inc. The program 
provides $340,000 for capital grants, 
$557,000 for operating grants, $102,000 
for general aid and $72,000 for graduate 
fellowships. 

The Fund for the Advancement of Ed- 
ucation has made grants totaling $501,615 
to 34 institutions of higher learning for 
programs to improve the teaching re- 
sources. 


Insurance Management 

Corporate insurance management is 4 
full-time job for 50 per cent of the com- 
panies included in a survey by AMA. In 
another 16 per cent of the companies the 
respondents said they spent one half of 
their time on insurance administration 
and one third of the respondents reported 
an average of 30 per cent of their time de- 
voted to insurance. 

The AMA survey indicated a close cor- 
relation between company size and the 
amount of time given to insurance ad- 
ministration. The firms with full-time in- 
surance managers have an average of 
15,000 employes, as compared to 4,000 
employes for companies where insurance 
administration is a half-time job and 2,500 
employes for the organizations in which 
the insurance executive spends less than 
one third of his time on insurance. 
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In 35 per cent of the responding com- 
anies, insurance Managers report to treas- 
yrers, While 27 per cent of the respondents 
said they reported to the president, the 
executive vice president or to top man- 
agement. Those who reported to the con- 
troller were 17 per cent while 13 per 
cent reported to the secretary or secretary- 
treasurer and six per cent to the financial 
vice president. 


Profits After Taxes 

Profits after taxes of leading U. S. man- 
ufacturing corporations averaged 6.7 per 
cent of sales in 1955, compared with 5.9 

r cent in 1954, according to the Na- 
tional Industrial Conference Board. On 
the basis of net assets, after-tax profits 
were up from 12.3 per cent in 1954 to 
15.0 per cent last year. Underlying these 
statistics was the biggest national output 
on record. 

The Board notes that automobile and 
truck manufacturers in 1955 earned the 
largest profits as a per cent of net assets, 
29.1 per cent, that made 7.4 per cent on 
sales. Similarly, aircraft and parts manu- 
facturers earned 24.7 per cent on net as- 
sets, as against 3.9 per cent on sales. The 
cement manufacturers reported a return 
of 20.3 per cent on net assets and 16.5 per 
cent on sales (the best record in 1955 on 
the basis of sales). Lowest profits meas- 
ured by the sales yardstick were in meat- 
packing, 0.8 per cent, and dairy products, 
2.5 per cent. The sugar industry made the 
lowest return on the basis of net assets— 
5.5 per cent. 


Wages and Employment 

Both earnings and employment of U. S. 
production workers in manufacturing are 
up from their pre-Korean levels, accord- 
ing to the National Industrial Conference 
Board. The Board notes that the average 
production worker grossed nearly $77.00 
a weck in 1955, compared with $53.00 in 
1947-49. Industries where production 
workers earned the most last year include 
petroleum refining—over $100.00 per 
week; transportation equipment—$93.00 ; 
and primary metals—$92.00. At the bot- 
tom of the scale were textiles—$56.00 
per week; leather—$53.00; and tobacco 
—$52.00. 

More than 13 million production work- 
éts were employed in manufacturing in 
1955, an increase of almost 700,000 from 
the 12.4 million average for the 1947-49 
period. 

Employment in transportation equip- 
ment rose from about one million to over 
1.4 million. Increases were also substantial 
in firms making fabricated metal products, 
electrical machinery and ordnance. By 
contrast, production worker employment 
in textiles dropped from 1.2 million to 
less than a million, and slight declines 
occurred in food, leather, tobacco, petro- 
leum refining, lumber and wood products. 
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The LURLINE, Matson's world-famous luxury liner. 


The Matson Navigation company is an oldtimer on the West 
Coast. Seventy-three years ago Capt. William Matson 
charted his initial voyage, and his company’s course, to 
Hawaii. Today 18 modern freighters ply between there and 


DO YOU KNOW... 


Xerography copies onto 
paper masters and 
metal plates for 


esta eee, OE es = OFFSET 
the mainland, and the luxury liner Lurline is also on the Duplicating 
Hawaiian run. Four company hotels dot Waikiki Beach, and ‘ 
a subsidiary carries cargo to Australasia. 
storey att m pene SAE. oe Copies onto 
For such extensive operations, much paperwork is nec Pe te een 
essary. Duplicating essential documents was once a major mediates for 
bottleneck, and many other items were balked entirely by psc 
mess f se rinting 
prohibitive production costs. Today, all is different. Though 
everything is wanted in a hurry, versatile xerography—the 7 
clean, fast, dry, electrostatic method of copying—delivers Copies onto 
é d f basal : masters tor 
on time and often ahead. SPIRIT 


Convenience and flexibility make xerography a highly de- (and other fluid-type) 


sirable production aide. Matson uses it daily for 12 depart- tin 
ments, producing every type of informative bulletin from a . 
two-person freighter passenger list to a 300-page manage- Copies 

. . ea . HALFTONE 


ment report. Estimated savings exceed $10,000 a year. & LINE 
Versatile xerography provides the solution to your copy- 
ing needs. Originals may be enlarged, reduced, or copied 


subjects onto paper 
masters for offset 


: duplicating 
same size. Masters may be prepared from opaques or two- 
sided copy. Let us show you with facts and figures how 7" 
xerography can cut your duplicating costs for all types bo Fan 
of paperwork. COPIES 


including a paper 
master or translucent 
intermediate can be 
made from one xero- 

graphic exposure 


Write for ‘‘proof of performance”’ folders showing how 
xerography is saving time and thousands of dol- 
lars for companies of all kinds, large and small. 


THE HALOID COMPANY 
56-75X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


XEROGRAPHY & 


(ZE-ROG-RA-FEE) 


The fastest, cheapest, most versatile Bes to make masters for 
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TOP MEN... 

E. L. Dumas is president and general 
manager of the Mac-Lee Industries Inc., 
as well as its wholly owned subsidiary, 
Emmett Machine and Manufacturing Inc., 
at Akron, Ohio. . . . Milton J. Goger 
has advanced to the top position in his 
firm, American Type Founders Co., Inc., 
New York, and will continue to serve as 
secretary-treasurer. Mr. Goger has been 
with ATF for 31 years. . . . James C. 
Leslie has joined Holgate Brothers Com- 
pany, Kane, Pa., as that company’s presi- 
dent. 

E. W. Valensi was named president of 
North American Refractories Company, 





MR. VOGT 


Cleveland, Ohio, having previously held 
the positions of secretary, comptroller, first 
vice president, treasurer and director. . . . 
Richard E. Vogt recently became president 
of Kirby-Cogeshall-Steinau Co., Inc., of 
Milwaukee, Wis. 


PROMOTIONS .. . 

H. A. Downing is now treasurer of his 
company, Industrial Steels Inc., Cam- 
bridge, Mass. . . . A. S. Halley was re- 
cently elected vice president for finance of 
Fibreboard Paper Products (formerly 
Pabco Products), San Francisco, Calif. 
_.. . » Alexander MacGillivray was ap- 
pointed vice president-finance of Hughes 
Aircraft Co., Culver City, Calif. 

Lawrence E. Moore now treasurer of 
Vanadium-Alloys Steel Company, Mon- 
aca, Pa. . . . William S. Mitchell recently 
became vice president of Safeway Stores, 


MR. DUMAS 


Oakland, Calif. ... Joseph O. 


Inc., 
Mithus was elected secretary-treasurer of 
Webster Electric Company, Racine, Wis. 
J. Robert Spangler was promoted to 
secretary-treasurer of the Mountain States 
Telephone & Telegraph Co., Denver, 
Colo. and T. L. Ackerman was made comp- 


troller. . . . Howard L. Letts recently be- 
came vice president of the Record Divi- 
sion of RCA Victor, New York. 

A. O. Savage advanced to deputy comp- 
troller of Standard Oil Co. (New Jersey), 


New York. . . . Roger A. Yoder is now 
vice president of Detroit Steel Corp., De- 
troit, Mich. . . . Professor James R. Mc- 


Coy was made chairman of the Depart- 


MR. GOGER 


ment of Accounting in the College of 
Commerce and Administration at Ohio 
State University, Columbus, Ohio. 


COMPANY CHANGES .. . 

Lewis E. Torrance, formerly controller 
of the Southern District of the Borden 
Company, Houston, Texas, has been ap- 
pointed vice president and a member of 
the directing board of Borden’s Dairy De- 
livery Company, California District, San 
Francisco, Calif. ...R. C. Tyson was 
elected chairman of the Finance Commit- 
tee of United States Steel Corporation, 
New York, succeeding Enders M. Voor- 
hees who has retired. . . . R. B. Scott 
was promoted to general assistant to S. B. 
Kingham, assistant executive vice presi- 
dent-accounting of the same corporation, 
located in the Pittsburgh office. 
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MR. VALENSI 


NEW DIRECTORS ... 


George R. Ruppel, vice president and 
treasurer of Mutual Broadcasting System, 
Inc., New York. . . . B. T. Blauvelt, vice 
president of finance, Daystrom, Inc., Eliz. 
abeth, N. J. . . . John T. Logan, secre. 
tary-treasurer of Simmons Co., New York. 


NEW APPOINTMENTS . . . 


Eugene K. Heineman has been named 
assistant to the treasurer for National 
Electric Products Corporation, Pittsburgh, 
Pa. He succeeds John W. Schuck who te- 
tired after 45 years of service. . . . Rob. 
ert J. Kilmer has been elected vice presi- 
dent-finance and treasurer of Gregory 
Industries, Inc., Toledo, Ohio, and George 
E. Gregory, Jr. as controller. . . . Francis 
H. Hoar has been named controller and 
Richard T. Ober has been appointed execu- 
tive accountant of Atlas Plywood Corpo- 
ration, Boston, Mass. 

R. J. McGinnity has been elected treas- 
urer of Natco Corporation, Pittsburgh, 
Pa., and P. W. Gallagher has been elected 
assistant secretary and assistant treasurer. 
Randolph B. Marston has been named con- 
troller of Control Instrument Company, a 
wholly owned subsidiary of Burroughs 
Corporation, Detroit, Mich. He will have 
office at Brooklyn, N. Y. 

Anthony J. Astrologes and Ivan A. 
Dickey were elected vice presidents of the 





MR. LESLIE 


Indiana Steel Products Company, Valpa- 
raiso, Ind. . . . Donald D. Pascal suc- 
ceeds the late A. A. Halden as executive 
vice president of National Starch Products 
Inc., New York, and William C. Buffing, 
controller of the company, was named 
treasurer. 

William C. Stumpf, Jr., now vice presi- 
dent-treasurer of Jessop Steel Co., Wash- 
ington, Pa., and secretary-treasurer of the 
company’s two wholly owned subsidiaries: 
Jessop Steel International Corp. and Jes- 
sop Steel of Canada, Ltd. . . . Robert C. 
Gilmore has been appointed assistant to 
the comptroller of Associated Spring Cor- 
poration, Bristol, Conn. 


ADDITIONAL DUTIES FOR... . 

Harry L. Whybra, who is now treasurer 
and controller of Good Humor Company 
of California, Los Angeles, Calif. . . . 
Francis M. Hernan, who is now vice prest 
dent, secretary-treasurer of American Win- 
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dow Glass Co., Pittsburgh, Pa. . . . Don- 
ald G. McKim, who now holds the titles of 
treasurer, vice president and a director of 
the Hagan Corp., Pittsburgh, Pa. 

C. L. Maule, who was recently elected 
treasurer and will continue as secretary of 
General Metals Corp., San Francisco, 
Calif. . . . Byron A. Olerich, who is now 
vice president and treasurer of Abbott 
Laboratories International Co., Chicago, 
Ill... . Donovan H. Tyson, who was 
named vice president and controller of 
Allen B. Du Mont Laboratories, Clifton, 
N. J... . H. N. Eidswick, who has been 
named assistant treasurer of National Can 
Corp., San Francisco, Calif., and will con- 
tinue as controller of the Pacific Division 
of his company. 


NEW CONNECTIONS .. . 

Robert W. Fort has joined Medusa Port- 
land Cement Co., Cleveland, Ohio, as as- 
sistant vice president-finance. . . . H. W. 
Surbrook is now controller of Russell 
Kelly Office Service in Highland Park, 
Mich... . Albert E. Luke has been 
elected vice president and general man- 
ager of Harrington & Richardson, Inc., 
Worcester, Mass. . . . Jackson R. Holden 
was appointed vice president of Air Prod- 
ucts, Incorporated, Allentown, Pa. 


NEW SENIOR VICE PRESIDENTS . . . 
Robert E. Harvey of Merritt-Chapman 
& Scott Corp., New York. . . . John K. 
Hill to this newly created post at the Nor- 
wich Pharmacal Company, Norwich, 
N. Y.... Edwin P. Madsen of Shea 
Chemical Corp., Jeffersonville, Ind. 


EXTRACURRICULAR ACTIVITIES . . . 


Ray O. Hill, controller, Cannon Electric 
Co., Los Angeles, Calif., spoke of con- 
trollership as a career and the various as- 
pects of the work of the controller as typ- 
ified by his company’s procedures at an 
off-campus dinner on March 18 at Los 
Angeles State College. More than 50 ac- 
counting majors and guests attended. This 
talk was one of a series planned by the Ed- 
ucational Committee of the Los Angeles 
Control of Controllers Institute to further 
a better understanding of the corporate 
controller's function in modern business 
management. All will be presented before 
student groups of local universities and 
colleges. 
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Franklin A. Gibbons, Jr., comptroller, the 
Riggs National Bank, Washington, D. C., 
is serving as general chairman of the 1956 
national convention of the National Asso- 
ciation of Bank Auditors and Comptrol- 
lers, September 17-20, Washington, D. C. 
. . . Anthony J. Frystak, secretary of Poor 
& Company, Chicago, IIl., is serving on 
the nominating committee of the Ameti- 
can Society of Corporate Secretaries, Inc., 
New York. . . . Allyn R. Bell, Jr., con- 
troller, General Crude Oil Company, 
Houston, Texas, was the principal speaker 
at a recent meeting of the Oklahoma City 
Chapter of NACA on the subject of 
“Planning and Control of Profits’... . 
John van Pelt Ill, controller, the Kendall 
Company, Walpole, Mass., was a speaker 
at the Tulsa University Accounting Con- 
ference, April 26-27... . Maurice E. 
Peloubet of Pogson, Peloubet & Co., New 


MR. HOLDEN 





MR. HARVEY 


York, spoke to the evening class in Con- 
trollership in Business which is being con- 
ducted by Charles W. Tucker, management 
consultant, as part of the graduate curricu- 
lum of the School of Business Administra- 
tion of the American University in Wash- 
ington, D. C. Mr. Peloubet spoke on 
“Inventory Control and Valuation,’’ treat- 
ing the subject primarily from the point of 
view of the executive or the administrator 
rather than in its technical accounting as- 
pects. 


WRITERS .. . 

Robert D. Armstrong, comptroller, Ca- 
nadian National Railways, Montreal, is 
author of an article on “Preparing for 
Electronics” in the May 1956 issue of Of- 
fice Executive. Mr. Armstrong is consult- 
ing editor of the Canadian Chartered Ac- 
countant. 

















exceed $15,000. 


fidence. 


Box D2220 
2 Park Avenue 








Administrative 
Standards Manager 


This is an unusual opportunity for a top procedures 
executive with heavy experience in manualization, 
forms control and procedure writing. We are a multi- 
plant, nationally known metal products company with 
annual volume exceeding $500,000,000. 


Location in desirable city. This man will report to top 
management and supervise the administrative stand- 
ards department. Age 40 to 50 preferred. Salary can 


Replies may be brief, should include age, present con- 
nection, home address and will be kept in strict con- 
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Obituary 


JAMES JOSEPH DoraN, 62, died on 

April 4, 1956 at his home in Great Neck, 

N. Y., follow- 

ing a heart at- 

tack. Mr. Doran, 

whose extensive 

career was in the 

field of retailing, 

was formerly 

treasurer and 

controller of 

Davison-Paxon 

Co.,. Atlanta) 

Ga.; secretary 

and controller, 

Arnold Consta- 

ble; assistant superintendent, Blooming- 

dale’s; and assistant controller, Macy’s— 

all in New York. He served as a director 

of Controllers Institute, 1952-53, and as 

president of the Atlanta Control, 1948- 
1949. 


+ OPPORTUNITIES+ 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE COon- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





HELP WANTED 





FINANCIAL ANALYST 


Qualified industrial accountant experienced in 
multiplant organization to assume staff position 
in comptroller’s division of medium-sized man- 
ufacturing company’s main plant located in 
large city in upstate New York. Excellent op- 
portunity for college degree man 28-35 years 
old willing to accept responsibility and fully 
utilize experience. Excellent salary and benefits. 
Send complete resume to Box 2218. 





SITUATIONS WANTED 





CONTROLLER OR ASSISTANT 


Presently employed as controller of $20 mil- 
lion volume company. Substantial industrial 
and public national firm experience. CPA 
certificate. Responsibilities include budgets, 
controls, taxes, and government contracts. 
Age 33. Box 2221. 





NOTE: Tue ConTrouier reserves the right to ace 
cept, reject or censor classified copy and tukes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guaruntee any item bouyht or sold, 
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GEORGE F. GEPHART, 56, passed away 
on April 24, 1956 after undergoing major 
surgery. He had been comptroller of 
Standard Oil Company of California, San 
Francisco, Calif., since 1944. He had been 
with the firm since 1926, when it acquired 
the Pacific Gasoline Company for which 
he had worked since 1922. 


Davip McKay, 64, who retired in 1951 

as treasurer of the Port of New York Au- 
thority, died in 

Orange (N. J.) 

Memorial Hos- 

pital on May 16, 

1956. He joined 

PNYA in 1934 

as a special rep- 

resentative of its 

treasury depart- 

ment and subse- 

quently served as 

assistant treas- 

urer, assistant to 

the controller, 

special assistant to the executive director 
and first deputy controller. He was ap- 
pointed treasurer in 1947. He continued 


as a consultant to the Authority until 1955 
and was considered an expert in the pro. 
motion of its bond sales. 


BERNARD S. RopDEY, JR., 62, president 

of the New York City Control of Control. 

lers Institute of 

America, 1948. 

49, and a mem. 

ber since 1939, 

died suddenly 

on May 11, 1956, 

He was manager 

of the Tax De. 

partment of Con- 

solidated Edison 

Company of 

New York, Inc, 

New York, 

«which company 

he joined in 1921 as an engineer. He re- 

ceived a law degree from New York Uni- 

versity in 1928 and a doctorate in law 

from the same university in 1938. He was 

co-author with Dr. J. Rhoads Foster of a 

textbook, ‘‘Public Utility Accounting,” 

published by Prentice-Hall, New York, 

and lectured on public utility accounting 
at NYU. 


Size of Company Pensions Analyzed by NICB 


The average pension of a retired em- 
ploye with 30 years’ service and yearly 
earnings of $3,600 is $78 a month, ac- 
cording to an analysis of 120 company 
pension plans recently completed by the 
National Industrial Conference Board. If 
the maximum Social Security benefit of 
$98.50 is added to this benefit, retirement 
income is $2,118 per year, or almost 60% 
of average earnings. 

For a 30-year employe with a ‘‘career” 
average of $6,000 a year, the average pen- 
sion is $152 per month. With the Social 
Security benefit of $108.50, this employe 
receives $3,126 per year, or 52% of his 
average earnings. 

To determine how retirement benefits 
are related to factors other than base pay 
and length of service, the Conference 
Board analyzed the 120 plans in terms of: 
size of company; type of business (three- 
fourths of the plans are found in manu- 
facturing companies) ; whether the plan is 
contributory or whether the company pays 
the whole bill; whether the plan was ne- 
gotiated with a union (about 75% of the 
plans studied are in companies that have 
unions) ; how the pension formula han- 
dles Social Security benefits; and how it 
relates company benefits to salary levels. 

The following general relationships 
were found among the 120 plans ana- 
lyzed: 


1. The contributory plans provide 
larger retirement benefits than the non- 
contributory plans. This is generally true 


for both manufacturing and nonmanufac- 
turing companies, for bargained and non- 
bargained plans; for the companies in 
each size group; and for each type of pen- _ 
sion formula relating the size of the bene- 
fit to salary level. 

2. The nonbargained plans pay larger 
benefits than bargained plans, both in 
manufacturing and nonmanufacturing 
companies and in contributory as well as 
noncontributory plans. 

3. The nonmanufacturing companies 
provide larger benefits than the manufac- 
turing firms, under unilateral and bat- 
gained plans and under contributory and 
noncontributory plans. 

4. The size of the company does not 
seem to be related to the size of the pen- 
sion. 

5. The plans that deduct Social Security 
from the pension provided by the plan's 
basic formula pay smaller company bene- 
fits than those that do not deduct Social 
Security. 

6. The plans that vary benefits accord- 
ing to earnings provide larger benefits 
than those which give a flat amount fe- 
gardless of earnings. This is true of both 
contributory and noncontributory plans. 

7. Among those plans that increase 
benefits as earnings increase, those that 
apply a “graduated” percentage to each 
salary level pay larger benefits than those 
which apply a “uniform” percentage to 
each salary level. 
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